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Appropriation 

Sec.  1901.  For  the  purpose  of  enabling  each  State,  as  far  as  prac- 
ticable under  the  conditions  in  such  State,  to  furnish  (1)  medical 
assistance  on  behalf  of  families  with  dependent  children  and  of  aged, 
blind,  or  disabled  individuals,  whose  income  and  resources  are  insuf- 
ficient to  meet  the  cost  of  necessary  medical  services,  and  (2)  rehabili- 
tation and  other  services  to  help  such  families  and  individuals  attain 
or  retain  capability  for  independence  or  self-care,  there  is  hereby 
authorized  to  be  appropriated  for  each  fiscal  year  a  sum  sufficient  to 
carry  out  the  purposes  of  this  title.  The  sums  made  available  under 
this  section  shall  be  used  for  making  payments  to  States  which  have 
submitted,  and  had  approved  by  the  Secretary  of  Health,  Education, 
and  Welfare,  State  plans  for  medical  assistance. 

State  Plans  for  Medical  Assistance2 

Sec.  1902.  (a)  A  State  plan  for  medical  assistance  must — 

(1)  provide  that  it  shall  be  in  effect  in  all  political  subdivisions 
of  the  State,  and,  if  administered  by  them,  be  mandatory  upon 
them; 

(2)  provide  for  financial  participation  by  the  State  equal  to 
not  less  than  40  per  centum  of  the  non-Federal  share  of  the  ex- 
penditures under  the  plan  with  respect  to  which  payments  under 
section  1903  are  authorized  by  this  title;  and,  effective  July  1, 
1969,  provide  for  financial  participation  by  the  State  equal  to  all 
of  such  non-Federal  share  or  provide  for  distribution  of  funds 


1  This  table  of  contents  does  not  appear  in  the  law. 

2  In  addition  to  the  requirements  of  this  section,  State  medical  assistance  plans  must 
comply  with  the  requirements  of  section  212(a)  of  P.L.  93-66  (see  page  742  of  this 
document)  ;  section  503  of  P.L.  94-566  (see  page  792  of  this  document)  and  section  1618 
of  the  Social  Security  Act. 
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from  Federal  or  State  sources,  for  carrying  out  the  State  plan,  on 
an  equalization  or  other  basis  which  will  assure  that  the  lack  of 
adequate  funds  from  local  sources  will  not  result  in  lowering  the 
amount,  duration,  scope,  or  quality  of  care  and  services  available 
under  the  plan ; 

(3)  provide  for  granting  an  opportunity  for  a  fair  hearing 
before  the  State  agency  to  any  individual  whose  claim  for  medical 
assistance  under  the  plan  is  denied  or  is  not  acted  upon  with 
reasonable  promptness ; 

(4)  provide  (A)  such  methods  of  administration  (including 
methods  relating  to  the  establishment  and  maintenance  of  per- 
sonnel standards  on  a  merit  basis,  except  that  the  Secretary  shall 
exercise  no  authority  with  respect  to  the  selection,  tenure  of  office, 
and  compensation  of  any  individual  employed  in  accordance  with 
such  methods,  and  including  provision  for  utilization  of  profes- 
sional medical  personnel  in  the  administration  and,  where  admin- 
istered locally,  supervision  of  administration  of  the  plan)  as  are 
found  by  the  Secretary  to  be  necessary  for  the  proper  and  efficient 
operation  of  the  plan,  and  (B)  for  the  training  and  effective  use 
of  paid  subprofessional  staff,  with  particular  emphasis  on  the 
full-time  or  part-time  employment  of  recipients  and  other  persons 
of  low  income,  as  community  service  aides,  in  the  administration 
of  the  plan  and  for  the  use  of  nonpaid  or  partially  paid  volunteers 
in  a  social  service  volunteer  program  in  providing  services  to 
applicants  and  recipients  and  in  assisting  any  advisory  committees 
established  by  the  State  agency ; 

(5)  either  provide  for  the  establishment  or  designation  of  a 
single  State  agency  to  administer  or  to  supervise  the  administra- 
tion of  the  plan,  or  provide  for  the  establishment  or  designation 
of  a  single  State  agency  to  administer  or  to  supervise  the  ad- 
ministration of  the  plan,  except  that  the  determination  of  eligi- 
bility for  medical  assistance  under  the  plan  shall  be  made  by  the 
State  or  local  agency  administering  the  State  plan  approved 
under  title  I  or  XVI  (insofar  as  it  relates  to  the  aged)  if  the 
State  is  eligible  to  participate  in  the  State  plan  program  estab- 
lished under  title  XVI  or  by  the  agency  or  agencies  administering 
the  supplemental  security  income  program  established  under  title 
XVI  or  the  State  plan  approved  under  part  A  of  title  IV  if  the 
State  is  not  eligible  to  participate  in  the  State  plan  program  estab- 
lished under  title  XVI ; 

(6)  provide  that  the  State  agency  will  make  such  reports,  in 
such  form  and  containing  such  information,  as  the  Secretary 
may  from  time  to  time  require,  and  comply  with  such  provisions 
as  the  Secretary  may  from  time  to  time  find  necessary  to  assure 
the  correctness  and  verification  of  such  reports ; 


509 


Sec.  1902(a) 


(7)  provide  safeguards  which  restrict  the  use  or  disclosure  of 
information  concerning  applicants  and  recipients  to  purposes  di- 
rectly connected  with  the  administration  of  the  plan ; 

(8)  provide  that  all  individuals  wishing  to  make  application 
for  medical  assistance  under  the  plan  shall  have  opportunity  to 
do  so,  and  that  such  assistance  shall  be  furnished  with  reasonable 
promptness  to  all  eligible  individuals ; 

(9)  provide — 

(A)  that  the  State  health  agency,  or  other  appropriate 
State  medical  agency  (whichever  is  utilized  by  the  Secretary 
for  the  purposes  specified  in  the  first  sentence  of  section  1864 
(a)),  shall  be  responsible  for  establishing  and  maintaining 
health  standards  for  private  or  public  institutions  in  which 
recipients  of  medical  assistance  under  the  plan  may  receive 
care  or  services,  and 

(B)  for  the  establishment  or  designation  of  a  State  au- 
thority or  authorities  which  shall  be  responsible  for  estab- 
lishing and  maintaining  standards,  other  than  those  relating 
to  health,  for  such  institutions ; 1 

(10)  provide — 

(A)  for  making  medical  assistance  available  to  all  indi- 
viduals receiving  aid  or  assistance  under  any  plan  of  the 
State  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of 
title  IV,  or  with  respect  to  whom  supplemental  security  in- 
come benefits  are  being  paid  under  title  XVI ; 

(B)  that  the  medical  assistance  made  available  to  any 
individual  described  in  clause  (A) — 

(i)  shall  not  be  less  in  amount,  duration,  or  scope 
than  the  medical  assistance  made  available  to  any  other 
such  individual,  and 

(ii)  shall  not  be  less  in  amount,  duration,  or  scope 
than  the  medical  assistance  made  available  to  individuals 
not  described  in  clause  ( A) ;  and 

(C)  if  medical  assistance  is  included  for  any  group  of 
individuals  who  are  not  described  in  clause  (A)  and  who 
do  not  meet  the  income  and  resources  requirements  of  the 
appropriate  State  plan,  or  the  supplemental  security  income 
program  under  title  XVI,  as  the  case  may  be,  as  determined 
in  accordance  with  standards  prescribed  by  the  Secretary — 

1P.L.  92-603,  sec.  249E,  provides:  "For  purposes  of  section  1902(a)  (10)  of  the  Social 
Security  Act  any  individual  who,  for  the  month  of  August  1972,  was  eligible  for  or  receiv- 
ing aid  or  assistance  under  a  State  plan  approved  under  title  I,  X,  XIV,  or  XVI,  or  part 
A  of  title  IV  of  such  Act  and  who  for  such  month  was  entitled  to  monthly  insurance  bene- 
fits under  title  II  of  such  Act  shall  be  deemed  to  be  eligible  for  such  aid  or  assistance  for 
any  month  thereafter  prior  to  July  1975  if  such  individual  would  have  been  eligible  for 
such  aid  or  assistance  for  such  month  had  the  increase  in  monthly  insurance  benefits  under 
title  II  of  such  Act  resulting  from  enactment  of  Public  Law  92-336  not  been  ap- 
plicable to  such  individual." 
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(i)  for  making  medical  assistance  available  to  all 
individuals  who  would,  except  for  income  and  resources, 
be  eligible  for  aid  or  assistance  under  any  such  State  plan 
or  to  have  paid  with  respect  to  them  supplemental  secu- 
rity income  benefits  under  title  XVI,  and  who  have 
insufficient  (as  determined  in  accordance  with  compa- 
rable standards)  income  and  resources  to  meet  the  costs 
of  necessary  medical  and  remedial  care  and  services,  and 

(ii)  that  the  medical  assistance  made  available  to  all 
individuals  not  described  in  clause  (A)  shall  be  equal 
in  amount,  duration,  and  scope ; 

except  that  (I)  the  making  available  of  the  services  described 
in  paragraph  (4),  (14),  or  (16)  of  section  1905(a)  to  individuals 
meeting  the  age  requirements  prescribed  therein  shall  not,  by 
reason  of  this  paragraph  (10),  require  the  making  available  of 
any  such  services,  or  the  making  available  of  such  services  of  the 
same  amount,  duration,  and  scope,  to  individuals  of  any  other 
ages,  (II)  the  making  available  of  supplementary  medical  insur- 
ance benefits  under  part  B  of  title  XVIII  to  individuals  eligible 
therefor  (either  pursuant  to  an  agreement  entered  into  under 
section  1843  or  by  reason  of  the  payment  of  premiums  under  such 
title  by  the  State  agency  on  behalf  of  such  individuals),  or  pro- 
vision for  meeting  part  or  all  of  the  cost  of  deductibles,  cost 
sharing,  or  similar  charges  under  part  B  of  title  XVIII  for 
individuals  eligible  for  benefits  under  such  part,  shall  not,  by 
reason  of  this  paragraph  (10),  require  the  making  available  of 
any  such  benefits,  or  the  making  available  of  services  of  the  same 
amount,  duration,  and  scope,  to  any  other  individuals,  and  (III) 
the  making  available  of  medical  assistance  equal  in  amount,  dura- 
tion, and  scope  to  the  medical  assistance  made  available  to  individ- 
uals described  in  clause  (A)  to  any  classification  of  individuals 
approved  by  the  Secretary,  with  respect  to  whom  there  is  being 
paid,  or  who  are  eligible,  or  would  be  eligible  if  they  were  not 
in  a  medical  institution,  to  have  paid  with  respect  to  them,  a 
State  supplementary  payment  shall  not,  by  reason  of  this  para- 
graph (10),  require  the  making  available  of  any  such  assistance, 
or  the  making  available  of  such  assistance  of  the  same  amount, 
duration,  and  scope,  to  any  other  individuals  not  described  in 
clause  (A) ; 

(11)  (A)  provide  for  entering  into  cooperative  arrangements 
with  the  State  agencies  responsible  for  administering  or  super- 
vising the  administration  of  health  services  and  vocational  re- 
habilitation services  in  the  State  looking  toward  maximum  uti- 
lization of  such  services  in  the  provision  of  medical  assistance 
under  the  plan,  and  (B)  effective  July  1,  1969,  provide,  to  the 
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extent  prescribed  by  the  Secretary,  for  entering  into  agreements, 
with  any  agency,  institution,  or  organization  receiving  payments 
for  part  or  all  of  the  cost  of  plans  or  projects  under  title  V,  (i) 
providing  for  utilizing  such  agency,  institution,  or  organization  in 
furnishing  care  and  services  which  are  available  under  such  plan 
or  project  under  title  V  and  which  are  included  in  the  State  plan 
approved  under  this  section  and  (ii)  making  such  provision  as 
may  be  appropriate  for  reimbursing  such  agency,  institution,  or 
organization  for  the  cost  of  any  such  care  and  services  furnished 
any  individual  for  which  payment  would  otherwise  be  made  to 
the  State  with  respect  to  him  under  section  1903 ; 

(12)  provide  that,  in  determining  whether  an  individual  is 
blind,  there  shall  be  an  examination  by  a  physician  skilled  in  the 
diseases  of  the  eye  or  by  an  optometrist,  whichever  the  individual 
may  select ; 

(13i)  provide — 

(A)  (i)  for  the  inclusion  of  some  institutional  and  some 
noninstitutional  care  and  services,  and 

(ii)  for  the  inclusion  of  home  health  services  for  any  indi- 
vidual who,  under  the  State  plan,  is  entitled  to  skilled  nursing 
facility  services,  and 

(B)  in  the  case  of  individuals  receiving  aid  or  assistance 
under  any  plan  of  the  State  approved  under  title  I,  X,  XIV, 
or  XVI,  or  part  A  of  title  IV,  or  with  respect  to  whom  sup- 
plemental security  income  benefits  are  being  paid  under  title 
XVI,  for  the  inclusion  of  at  least  the  care  and  services  listed 
in  clauses  (1)  through  (5)  of  section  1905(a),  and 

(C)  in  the  case  of  individuals  not  included  under  subpara- 
graph (B)  for  the  inclusion  of  at  least — 

(i)  the  care  and  services  listed  in  clauses  (1)  through 
(  o)  of  section  1905(a)  or 

(ii)  (I)  the  care  and  services  listed  in  any  7  of  the 
clauses  numbered  (1)  through  (16)  of  such  section  and 
(II)  in  the  event  the  care  and  services  provided  under 
the  State  plan  include  hospital  or  skilled  nursing  fa- 
cility services,  physicians'  services  to  an  individual  in 
a  hospital  or  skilled  nursing  facility  during  any  period 
he  is  receiving  hospital  services  from  such  hospital  or 
skilled  nursing  facility  services  from  such  home,  and 

(D)  for  payment  of  the  reasonable  cost  of  inpatient  hos- 
pital services  provided  under  the  plan,  as  determined  in  ac- 
cordance with  methods  and  standards,  consistent  with  section 
1122,  which  shall  be  developed  by  the  State  and  reviewed 
and  approved  by  the  Secretary  and  (after  notice  of  approval 
by  the  Secretary)  included  in  the  plan,  except  that  the  reason- 
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able  cost  of  any  such  services  as  determined  under  such  meth- 
ods and  standards  shall  not  exceed  the  amount  which  would 
be  determined  under  section  1861  (v)  as  the  reasonable  cost 
of  such  services  for  purposes  of  title  XVIII ;  and 

(E)  effective  July  1, 1976,  for  payment  of  the  skilled  nurs- 
ing facility  and  intermediate  care  facility  services  provided 
under  the  plan  on  a  reasonable  cost  related  basis,  as  deter- 
mined in  accordance  with  methods  and  standards  which  shall 
be  developed  by  the  State  on  the  basis  of  cost-finding  methods 
approved  and  verified  by  the  Secretary;  and 

(F)  for  payment  for  services  described  in  section  1905(a) 
(2)  (B)  provided  by  a  rural  health  clinic  under  the  plan  of 
100  percent  of  costs  which  are  reasonable  and  related  to  the 
cost  of  furnishing  such  services  or  based  on  such  other  tests  of 
reasonableness,  as  the  Secretary  may  prescribe  in  regulations 
under  section  1833(a)  (3) ,  or,  in  the  case  of  services  to  which 
those  regulations  do  not  apply,  on  such  tests  of  reasonable- 
ness as  the  Secretary  may  prescribe  in  regulations  under  this 
subparagraph;1 

(14)  effective  January  1, 1973,  provide  that— 

(A)  in  case  of  individuals  receiving  aid  or  assistance  under 
any  plan  of  the  State  approved  under  title  I,  X,  XIV,  or 
XVI,  or  part  A  of  title  IV,  or  with  respect  to  whom  supple- 
mental security  income  benefits  are  being  paid  under  title 
XVI,  or  who  meet  the  income  and  resources  requirements  of 
the  appropriate  State  plan,  or  the  supplemental  security  in- 
come program  under  title  XVI,  as  the  case  may  be,  and  indi- 
viduals with  respect  to  whom  there  is  being  paid,  or  who  are 
eligible,  or  would  be  eligible  if  they  were  not  in  a  medical 
institution,  to  have  paid  with  respect  to  them,  a  State  supple- 
mentary payment  and  are  eligible  for  medical  assistance 
equal  in  amount,  duration,  and  scope  to  the  medical  assistance 
made  available  to  individuals  described  in  paragraph 
(10)  (A)- 

(i)  no  enrollment  fee,  premium,  or  similar  charge, 
and  no  deduction,  cost  sharing,  or  similar  charge  with 
respect  to  the  care  and  services  listed  in  clauses  (1) 
through  (5)  and  (7)  of  section  1905(a),  will  be  imposed 
under  the  plan,  and 

(ii)  any  deduction,  cost  sharing,  or  similar  charge  im- 
posed under  the  plan  with  respect  to  other  care  and 
services  will  be  nominal  in  amount  (as  determined  in 


1  Subparagraph  (F)  was  added  by  sec.  2(c)(1)  of  P.L.  95-210  effective  as  specified  in 
sec.  2(f)  which  is  printed  in  this  document  on  p.  803. 
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accordance  with  standards  approved  by  the  Secretary 
and  included  in  the  plan) ,  and 
(B)  with  respect  to  individuals  (other  than  individuals 
with  respect  to  whom  there  is  being  paid,  or  who  are  eligible 
or  would  be  eligible  if  they  were  not  in  a  medical  institution, 
to  have  paid  with  respect  to  them,  a  State  supplementary 
payment  and  are  eligible  for  medical  assistance  equal  in 
amount,  duration,  and  scope  to  the  medical  assistance  made 
available  to  individuals  described  in  paragraph  (10)  (A)) 
who  are  not  receiving  aid  or  assistance  under  any  such  State 
plan  and  with  respect  to  whom  supplemental  security  income 
benefits  are  not  being  paid  under  title  XVI  and  who  do  not 
meet  the  income  and  resources  requirements  of  the  appropri- 
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ate  State  plan,  or  the  supplemental  security  income  program 
under  title  XVI,  as  the  case  may  be, 

(i)  there  may  be  imposed  an  enrollment  fee,  premium, 
or  similar  charge  which  (as  determined  in  accordance 
with  standards  prescribed  by  the  Secretary)  is  related 
to  the  individual's  income,  and 

(ii)  any  deductible,  cost-sharing,  or  similar  charge 
imposed  under  the  plan  will  be  nominal; 

(15)  in  the  case  of  eligible  individuals  65  years  of  age  or  older 
who  are  covered  by  either  or  both  of  the  insurance  programs  es- 
tablished by  title  XVIII,  provide  where,  under  the  plan,  all  of 
any  deductible,  cost  sharing,  or  similar  charge  imposed  with  re- 
spect to  such  individual  under  the  insurance  program  established 
by  such  title  is  not  met,  the  portion  thereof  which  is  met  shall  be 
determined  on  a  basis  reasonably  related  (as  determined  in  ac- 
cordance with  standards  approved  by  the  Secretary  and  included 
in  the  plan)  to  such  individual's  income  or  his  income  and 
resources ; 

(16)  provide  for  inclusion,  to  the  extent  required  by  regula- 
tions prescribed  by  the  Secretary,  of  provisions  (conforming  to 
such  regulations)  with  respect  to  the  furnishing  of  medical  as- 
sistance under  the  plan  to  individuals  who  are  residents  of  the 
State  but  are  absent  therefrom ; 

(17)  include  reasonable  standards  (which  shall  be  comparable 
for  all  groups  and  may,  in  accordance  with  standards  prescribed 
by  the  Secretary,  differ  with  respect  to  income  levels,  but  only  in 
the  case  of  applicants  or  recipients  of  assistance  under  the  plan 
who  are  not  receiving  aid  or  assistance  under  any  plan  of  the 
State  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of 
title  IV,  and  with  respect  to  whom  supplemental  security  income 
benefits  are  not  being  paid  under  title  XVI,  based  on  the  varia- 
tions between  shelter  costs  in  urban  areas  and  in  rural  areas)  for 
determining  eligibility  for  and  the  extent  of  medical  assistance 
under  the  plan  which  (A)  are  consistent  with  the  objectives  of 
this  title,  (B)  provide  for  taking  into  account  only  such  income 
and  resources  as  are,  as  determined  in  accordance  with  standards 
prescribed  by  the  Secretary,  available  to  the  applicant  or  re- 
cipient and  (in  the  case  of  any  applicant  or  recipient  who  would, 
except  for  income  and  resources,  be  eligible  for  aid  or  assistance 
in  the  form  of  money  payments  under  any  plan  of  the  State 
approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of  title  IV, 
or  to  have  paid  with  respect  to  him  supplemental  security  income 
benefits  under  title  XVI)  as  would  not  be  disregarded  (or  set 
aside  for  future  needs)  in  determining  his  eligibility  for  such 
aid,  assistance,  or  benefits,  (C)  provide  for  reasonable  evaluation 
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of  any  such  income  or  resources,  and  (D)  do  not  take  into  account 
the  financial  responsibility  of  any  individual  for  any  applicant 
or  recipient  of  assistance  under  the  plan  unless  such  applicant  or 
recipient  is  such  individual's  spouse  or  such  individual's  child 
who  is  under  age  21  or  (with  respect  to  States  eligible  to  partici- 
pate in  the  State  program  established  under  title  XVI),  is  blind 
or  permanently  and  totally  disabled,  or  is  blind  or  disabled  as 
defined  in  section  1614  (with  respect  to  States  which  are  not  eligi- 
ble to  participate  in  such  program) ;  and  provide  for  flexibility 
in  the  application  of  such  standards  with  respect  to  income  by 
taking  into  account,  except  to  the  extent  prescribed  by  the  Secre- 
tary, the  costs  (whether  in  the  form  of  insurance  premiums  or 
otherwise)  incurred  for  medical  care  or  for  any  other  type  of 
remedial  care  recognized  under  State  law; 

(18)  provide  that  no  lien  may  be  imposed  against  the  property 
of  any  individual  prior  to  his  death  on  account  of  medical  as- 
sistance paid  or  to  be  paid  on  his  behalf  under  the  plan  (except 
pursuant  to  the  judgment  of  a  court  on  account  of  benefits  incor- 
rectly paid  on  behalf  of  such  individual),  and  that  there  shall  be 
no  adjustment  or  recovery  (except,  in  the  case  of  an  individual 
who  was  65  years  of  age  or  older  when  he  received  such  assistance, 
from  his  estate,  and  then  only  after  the  death  of  his  surviving 
spouse,  if  any,  and  only  at  a  time  when  he  has  no  surviving  child 
who  is  under  age  21  or  (with  respect  to  States  eligible  to  partici- 
pate in  the  State  program  established  under  title  XVI) ,  is  blind  or 
permanently  and  totally  disabled,  or  is  blind  or  disabled  as  defined 
in  section  1614  (with  respect  to  States  which  are  not  eligible  to 
participate  in  such  program)  of  any  medical  assistance  correctly 
paid  on  behalf  of  such  individual  under  the  plan ; 

(19)  provide  such  safeguards  as  may  be  necessary  to  assure 
that  eligibility  for  care  and  services  under  the  plan  will  be  deter- 
mined, and  such  care  and  services  will  be  provided,  in  a  manner 
consistent  with  simplicity  of  administration  and  the  best  interests 
of  the  recipients; 

(20)  if  the  State  plan  includes  medical  assistance  in  behalf  of 
individuals  65  years  of  age  or  older  who  are  patients  in  institutions 
for  mental  diseases — 

(A)  provide  for  having  in  effect  such  agreements  or  other 
arrangements  with  State  authorities  concerned  with  mental 
diseases,  and,  where  appropriate,  with  such  institutions,  as 
may  be  necessary  for  carrying  out  the  State  plan,  including 
arrangements  for  joint  planning  and  for  development  of 
alternate  methods  of  care,  arrangements  providing  assurance 
of  immediate  readmittance  to  institutions  where  needed  for 
individuals  under  alternate  plans  of  care,  and  arrangements 
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providing  for  access  to  patients  and  facilities,  for  furnishing 
information,  and  for  making  reports ; 

(B)  provide  for  an  individual  plan  for  each  such  patient 
to  assure  that  the  institutional  care  provided  to  him  is  in 
his  best  interests,  including,  to  that  end,  assurances  that 
there  will  be  initial  and  periodic  review  of  his  medical  and 
other  needs,  that  he  will  be  given  appropriate  medical 
treatment  within  the  institutions,  and  that  there  will  be  a 
periodical  determination  of  his  need  for  continued  treatment 
in  the  institution; 

(C)  provide  for  the  development  of  alternate  plans  of  care, 
making  maximum  utilization  of  available  resources,  for  re- 
cipients 65  years  of  age  or  older  who  would  otherwise  need 
care  in  such  institutions,  including  appropriate  medical  treat- 
ment and  other  aid  or  assistance ;  for  services  referred  to  in 
section  3(a)  (4)  (A)  (i)  and  (ii),  section  603(a)  (1)  (A)  (i) 
and  (ii) ,  or  section  1603(a)  (4)  (A)  (i)  and  (ii)  which  are  ap- 
propriate for  such  recipients  and  for  such  patients;  and  for 
methods  of  administration  necessary  to  assure  that  the  re- 
sponsibilities of  the  State  agency  under  the  State  plan  with 
respect  to  such  recipients  and  such  patients  will  be  effectively 
carried  out ;  and 

(D)  provide  methods  of  determining  the  reasonable  cost 
of  institutional  care  for  such  patients ; 

(21)  if  the  State  plan  includes  medical  assistance  in  behalf  of 
individuals  65  years  of  age  or  older  who  are  patients  in  public 
institutions  for  mental  diseases,  show  that  the  State  is  making 
satisfactory  progress  toward  developing  and  implementing  a  com- 
prehensive mental  health  program,  including  provision  for  utili- 
zation of  community  mental  health  centers,  nursing  facilities,  and 
other  alternatives  to  care  in  public  institutions  for  mental  diseases ; 

(22)  include  descriptions  of  (A)  the  kinds  and  numbers  of  pro- 
fessional medical  personnel  and  supporting  staff  that  will  be  used 
in  the  administration  of  the  plan  and  of  the  responsibilities  they 
will  have,  (B)  the  standards,  for  private  or  public  institutions  in 
which  recipients  of  medical  assistance  under  the  plan  may  receive 
care  or  services,  that  will  be  utilized  by  the  State  authority  or 
authorities  responsible  for  establishing  and  maintaining  such 
standards,  (C)  the  cooperative  arrangements  with  State  health 
agencies  and  State  vocational  rehabilitation  agencies  entered  into 
with  a  view  to  maximum  utilization  of  and  coordination  of  the 
provision  of  medical  assistance  with  the  services  administered  or 
supervised  by  such  agencies,  and  (D)  other  standards  and 
methods  that  the  State  will  use  to  assure  that  medical  or  remedial 
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care  and  services  provided  to  recipients  of  medical  assistance  are 
of  high  quality  ; 

(23)  except  in  the  case  of  Puerto  Rico,  the  Virgin  Islands,  and 
Guam,  provide  that  any  individual  eligible  for  medical  assistance 
(including  drugs)  may  obtain  such  assistance  from  any  institu- 
tion, agency,  community  pharmacy,  or  person,  qualified  to  perform 
the  service  or  services  required  (including  an  organization  which 
provides  such  services,  or  arranges  for  their  availability,  on  a  pre- 
payment basis),  who  undertakes  to  provide  him  such  services; 
and  a  State  plan  shall  not  be  deemed  to  be  out  of  compliance  with 
the  requirements  of  this  paragraph  or  paragraph  (1)  or  (10) 
solely  by  reason  of  the  fact  that  the  State  (or  any  political  subdi- 
vision thereof)  has  entered  into  a  contract  with  an  organization 
which  has  agreed  to  provide  care  and  services  in  addition  to  those 
offered  under  the  State  plan  to  individuals  eligible  for  medical 
assistance  who  reside  in  the  geographic  area  served  by  such  or- 
ganization and  who  elect  to  obtain  such  care  and  services  from 
such  organization,  or  by  reason  of  the  fact  that  the  plan  provides 
for  payment  for  rural  health  clinic  services  only  if  those  services 
are  provided  by  a  rural  health  clinic; 1 

(24)  effective  July  1,  1969,  provide  for  consultative  services 
by  health  agencies  and  other  appropriate  agencies  of  the  State 
to  hospitals,  nursing  facilities,  home  health  agencies,  clinics,  lab- 
oratories, and  such  other  institutions  as  the  Secretary  may  specify 
in  order  to  assist  them  (A)  to  qualify  for  payments  under  this 
Act,  (B)  to  establish  and  maintain  such  fiscal  records  as  may  be 
necessary  for  the  proper  and  efficient  administration  of  this  Act, 
and  (C)  to  provide  information  needed  to  determine  payments 
due  under  this  Act  on  account  of  care  and  services  furnished  to 
individuals ; 

(25)  provide  (A)  that  the  State  or  local  agency  administering 
such  plan  will  take  all  reasonable  measures  to  ascertain  the  legal 
liability  of  third  parties  to  pay  for  care  and  services  (available 
under  the  plan)  arising  out  of  injury,  disease,  or  disability,  (B) 
that  where  the  State  or  local  agency  knows  that  a  third  party  has 
such  a  legal  liability  such  agency  will  treat  such  legal  liability  as 
a  resource  of  the  individual  on  whose  behalf  the  care  and  services 
are  made  available  for  purposes  of  paragraph  (17)  (B),  and  (C) 
that  in  any  case  where  such  a  legal  liability  is  found  to  exist  after 
medical  assistance  has  been  made  available  on  behalf  of  the  in- 
dividual, the  State  or  local  agency  will  seek  reimbursement  for 
such  assistance  to  the  extent  of  such  legal  liability; 

1  Paragraph  (23)  was  amended  by  Public  Law  94-48.  It  was  further  amended  by  sec. 
2(c)  (2)  of  P.L.  95-210  effective  as  specified  in  sec.  2(f)  which  is  printed  in  this  document 
on  p.  803. 
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(26)  effective  July  1, 1969,  provide  (A)  for  a  regular  program 
of  medical  review  (including  medical  evaluation)  of  each  pa- 
tient's need  for  skilled  nursing  facility  care  or  (in  the  case  of  in- 
dividuals who  are  eligible  therefor  under  the  State  plan)  need 
for  care  in  a  mental  hospital,  a  written  plan  of  care,  and,  where 
applicable,  a  plan  of  rehabilitation  prior  to  admission  to  a  skilled 
nursing  facility;  (B)  for  periodic  inspections  to  be  made  in  all 
skilled  nursing  facilities  and  mental  institutions  (if  the  State 
plan  includes  care  in  such  institutions)  within  the  State  by  one 
or  more  medical  review  teams  (composed  of  physicians  and  other 
appropriate  health  and  social  service  personnel,  or,  in  the  case  of 
skilled  nursing  facilities,  composed  of  physicians  or  registered 
nurses  and  other  appropriate  health  and  social  service  personnel) 
of  (i)  the  care  being  provided  in  such  nursing  facilities  (and 
mental  institutions,  if  care  therein  is  provided  under  the  State 
plan)  to  persons  receiving  assistance  under  the  State  plan,  (ii) 
with  respect  to  each  of  the  patients  receiving  such  care,  the  ade- 
quacy of  the  services  available  in  particular  nursing  facilities  (or 
institutions)  to  meet  the  current  health  needs  and  promote  the 
maximum  physical  well-being  of  patients  receiving  care  in  such 
facilities  (or  institutions),  (iii)  the  necessity  and  desirability  of 
the  continued  placement  of  such  patients  in  such  nursing  facili- 
ties (or  institutions),  and  (iv)  the  feasibility  of  meeting  their 
health  care  needs  through  alternative  institutional  or  noninstitu- 
tional  services;  and  (C)  for  the  making  by  such  team  or  teams  of 
full  and  complete  reports  of  the  findings  resulting  from  such 
inspections  together  with  any  recommendations  to  the  State  agency 
administering  or  supervising  the  administration  of  the  State 
plan ; 1 

(27)  provide  for  agreements  with  every  person  or  institution 
providing  services  under  the  State  plan  under  which  such  person 
or  institution  agrees  (A)  to  keep  such  records  as  are  necessary 
fully  to  disclose  the  extent  of  the  services  provided  to  individuals 
receiving  assistance  under  the  State  plan,  and  (B)  to  furnish  the 
State  agency  or  the  Secretary  with  such  information,  regarding 
any  payments  claimed  by  such  person  or  institution  for  providing 
services  under  the  State  plan,  as  the  State  agency  or  the  Secretary 
may  from  time  to  time  request ; 2 

(28)  provide  that  any  skilled  nursing  facility  receiving  pay- 
ments under  such  plan  must  satisfy  all  of  the  requirements  con- 
tained m  section  1861  (j),  except  that  the  exclusion  contained 
therein  with  respect  to  institutions  which  are  primarily  for  the 


paragraph  (26)  was  amended  by  sec.  20(b)  of  PL  95-142 
1  Paragraph  (27)  was  amended  by  sec.  9  of  P.L  95-i42. 
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care  and  treatment  of  mental  diseases  and  tuberculosis  shall  not 
apply  for  purposes  of  this  title ; 

(29)  include  a  State  program  which  meets  the  requirements 
set  forth  in  section  1908,  for  the  licensing  of  administrators  of 
nursing  homes; 

(30)  provide  such  methods  and  procedures  relating  to  the  utili- 
zation of,  and  the  payment  for,  care  and  services  available  under 
the  plan  (including  but  not  limited  to  utilization  review  plans  as 
provided  for  in  section  1903 (i)  (4) )  as  may  be  necessary  to  safe- 
guard against  unnecessary  utilization  of  such  care  and  services 
and  to  assure  that  payments  (including  payments  for  any  drugs 
provided  under  the  plan)  are  not  in  excess  of  reasonable  charges 
consistent  with  efficiency,  economy,  and  quality  of  care ; 

(31)  provide  (A)  for  a  regular  program  of  independent  pro- 
fessional review  (including  medical  evaluation  of  each  patient's 
need  for  intermediate  care)  and  a  written  plan  of  service  prior 
to  admission  or  authorization  of  benefits  in  an  intermediate  care 
facility  as  determined  under  regulations  of  the  Secretary;  (B) 
for  periodic  on-site  inspections  to  be  made  in  all  such  intermedi- 
ate care  facilities  (if  the  State  plan  includes  care  in  such  in- 
stitutions) within  the  State  by  one  or  more  independent  profes- 
sional review  teams  (composed  of  physicians  or  registered  nurses 
and  other  appropriate  health  and  social  service  personnel)  of  (i) 
the  care  being  provided  in  such  intermediate  care  facilities  to  per- 
sons receiving  assistance  under  the  State  plan,  (ii)  with  respect  to 
each  of  the  patients  receiving  such  care,  the  adequacy  of  the  serv- 
ices available  in  particular  intermediate  care  facilities  to  meet 
the  current  health  needs  and  promote  the  maximum  physical  well- 
being  of  patients  receiving  care  in  such  facilities,  (iii)  the  neces- 
sity and  desirability  of  the  continued  placement  of  such  patients 
in  such  facilities,  and  (iv)  the  feasibility  of  meeting  their  health 
care  needs  through  alternative  institutional  or  non-institutional 
services;  and  (C)  for  the  making  by  such  team  or  teams  of  full 
and  complete  reports  of  the  findings  resulting  from  such  inspec- 
tions, together  with  any  recommendations  to  the  State  agency 
administering  or  supervising  the  administration  of  the  State  plan ; 

(32)  provide  that  no  payment  under  the  plan  for  any  care  or 
service  provided  to  an  individual  shall  be  made  to  anyone  other 
than  such  individual  or  the  person  or  institution  providing  such 
care  or  service,  under  an  assignment  or  power  of  attorney  or 
otherwise ;  except  that — 

(A)  in  the  case  of  any  care  or  service  provided  by  a  phy- 
sician, dentist,  or  other  individual  practitioner,  such  payment 
may  be  made  (i)  to  the  employer  of  such  physician,  dentist, 
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or  other  practitioner  if  such  physician,  dentist,  or  practitioner 
is  required  as  a  condition  of  his  employment  to  turn  over  his 
fee  for  such  care  or  service  to  his  employer,  or  (ii)  (where 
the  care  or  service  was  provided  in  a  hospital,  clinic,  or  other 
facility)  to  the  facility  in  which  the  care  or  service  was  pro- 
vided if  there  is  a  contractual  arrangement  between  such 
physician,  dentist,  or  practitioner  and  such  facility  under 
which  such  facility  submits  the  bill  for  such  care  or  service ; 
and 

(B)  nothing  in  this  paragraph  shall  be  construed  (i)  to 
prevent  the  making  of  such  a  payment  in  accordance  with 
an  assignment  from  the  person  or  institution  providing  the 
care  or  service  involved  if  such  assignment  is  made  to  a  gov- 
ernmental agency  or  entity  or  is  established  by  or  pursuant 
to  the  order  of  a  court  of  competent  jurisdiction,  or  (ii)  to 
preclude  an  agent  of  such  person  or  institution  from  receiving 
any  such  payment  if  (but  only  if)  such  agent  does  so  pursuant 
to  an  agency  agreement  under  which  the  compensation  to 
be  paid  to  the  agent  for  his  services  for  or  in  connnection  with 
the  billing  or  collection  of  payments  due  such  person  or  insti- 
tution under  the  plan  is  unrelated  (directly  or  indirectly) 
to  the  amount  of  such  payments  or  the  billings  therefor,  and 
is  not  dependent  upon  the  actual  collection  of  any  such 
payment ; 1 
(33)  provide — 

(A)  that  the  State  health  agency,  or  other  appropriate 
State  medical  agency,  shall  be  responsible  for  establishing  a 
plan,  consistent  with  regulations  prescribed  by  the  Secre- 
tary, for  the  review  by  appropriate  professional  health 
personnel  of  the  appropriateness  and  quality  of  care  and 
services  furnished  to  recipients  of  medical  assistance  under 
the  plan  in  order  to  provide  guidance  with  respect  thereto 
in  the  administration  of  the  plan  to  the  State  agency  estab- 
lished or  designated  pursuant  to  paragraph  (5)  and,  where 
applicable,  to  the  State  agency  described  in  the  penultimate 
sentence  of  this  subsection ;  and 

(B)  that  the  State  or  local  agency  utilized  by  the  Secretary 
for  the  purpose  specified  in  the  first  sentence  of  section 
1864(a),  or,  if  such  agency  is  not  the  State  agency  which  is 
responsible  for  licensing  health  institutions,  the  State  agency 
responsible  for  such  licensing,  will  perform  for  the  State 
agency  administering  or  supervising  the  administration  of 
the  plan  approved  under  this  title  the  function  of  determin- 


1  Paragraph  (32)  was  amended  by  sec.  2(a)  (3)  of  P.L.  95-142. 
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ing  whether  institutions  and  agencies  meet  the  requirements 
for  participation  in  the  program  under  such  plan ; 

(34)  provide  that  in  the  case  of  any  individual  who  has  been 
determined  to  be  eligible  for  medical  assistance  under  the  plan, 
such  assistance  will  be  made  available  to  him  for  care  and  services 
included  under  the  plan  and  furnished  in  or  after  the  third  month 
before  the  month  in  which  he  made  application  (or  application 
was  made  on  his  behalf  in  the  case  of  a  deceased  individual)  for 
such  assistance  if  such  individual  was  (or  upon  application  would 
have  been)  eligible  for  such  assistance  at  the  time  such  care  and 
services  were  furnished ; 

(35)  provide  that  any  intermediate  care  facility  receiving  pay- 
ments under  such  plan  complies  with  the  requirements  of  sec- 
tion 1124; 1 

(36)  provide  that  within  90  days  following  the  completion  of 
each  survey  of  any  health  care  facility,  laboratory,  agency,  clinic, 
or  organization,  by  the  appropriate  State  agency  described  in 
paragraph  (9) ,  such  agency  shall  (in  accordance  with  regulations 
of  the  Secretary)  make  public  in  readily  available  form  and  place 
the  pertinent  findings  of  each  such  survey  relating  to  the  com- 
pliance of  each  such  health  care  facility,  laboratory,  clinic,  agency, 
or  organization  with  (A)  the  statutory  conditions  of  participation 
imposed  under  this  title,  and  (B)  the  major  additional  conditions 
which  the  Secretary  finds  necessary  in  the  interest  of  health  and 
safety  of  individuals  who  are  furnished  care  or  services  by  any 
such  facility,  laboratory,  clinic,  agency,  or  organization ; 

(37)  provide  for  claims  payment  procedures  which  (A)  ensure 
that  90  per  centum  of  claims  for  payment  (for  which  no  further 
written  information  or  substantiation  is  required  in  order  to  make 
payment )  made  for  services  covered  under  the  plan  and  furnished 
by  health  care  practitioners  through  individual  or  group  practices 
or  through  shared  health  facilities  are  paid  within  30  days  of  the 
date  of  receipt  of  such  claims  and  that  99  per  centum  of  such 
claims  are  paid  within  90  days  of  the  date  of  receipt  of  such  claims, 
and  (B)  provide  for  procedures  of  prepayment  and  postpaymem 
claims  review,  including  review  of  appropriate  data  with  respect 
to  the  recipient  and  provider  of  a  service  and  the  nature  of  the 
service  for  which  payment  is  claimed,  to  ensure  the  proper  and 
efficient  payment  of  claims  and  management  of  the  program.2 

(38)  require  that  an  entity  (other  than  an  individual  practi- 
tioner or  a  group  of  practitioners)  that  furnishes,  or  arranges  for 
the  furnishing  of,  items  or  services  under  the  plan,  shall  supply 


1  Paragraph  (35)  was  amended  by  sec.  3(c)  (1)  (A)  of  P.L.  95-142. 

2  Paragraph  (37)  was  added  by  sec.  2(b)  of  P.L.  95-142. 
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(within  such  period  as  may  be  specified  in  regulations  by  the 
Secretary  or  by  the  single  State  agency  which  administers  or 
supervises  the  administration  of  the  plan)  upon  request  specifi- 
cally addressed  to  such  entity  by  the  Secretary  or  such  State 
agency,  respectively,  (A)  full  and  complete  information  as  to  the 
ownership  of  a  subcontractor  ( as  defined  by  the  Secretary  in  regu- 
lations) with  whom  such  entity  has  had,  during  the  previous 
twelve  months,  business  transactions  in  an  aggregate  amount  in  ex- 
cess of  $25,000,  and  (B)  full  and  complete  information  as  to  any 
significant  business  transactions  (as  defined  by  the  Secretary  in 
regulations),  occurring  during  the  five-year  period  ending  on  the 
date  of  such  request,  between  such  entity  and  any  wholly  owned 
supplier  or  between  such  entity  and  any  subcontractor.1 

(39)  provide  that,  subject  to  subsection  (g) ,  whenever  the  single 
State  agency  which  administers  or  supervises  the  administration 
of  the  State  plan  is  notified  by  the  Secretary  under  section  1862 
(e)  (2)  (A)  that  a  physician  or  other  individual  practitioner  has 
been  suspended  from  participation  in  the  program  under  title 
XVIII,  the  agency  shall  promptly  suspend  such  physician  or 
practitioner  from  participation  in  the  plan  for  not  less  than  the 
period  specified  in  such  notice,  and  no  payment  may  be  made  under 
the  plan  with  respect  to  any  item  or  service  furnished  by  such 
physician  or  practitioner  during  the  period  of  the  suspension 
under  this  title ;  and  2 

(40)  require  each  health  services  facility  or  organization  which 
receives  payments  under  the  plan  and  of  a  type  for  which  a  uni- 
form reporting  system  has  been  established  under  section  1121  (a) 
to  make  reports  to  the  Secretary  of  information  described  in  such 
section  in  accordance  with  the  uniform  reporting  system  (estab- 
lished under  such  section)  for  that  type  of  facility  or 
organization.3 

Notwithstanding  paragraph  (5),  if  on  January  1,  1965,  and  on  the 
date  on  which  a  State  submits  its  plan  for  approval  under  this  title, 
the  State  agency  which  administered  or  supervised  the  administration 
of  the  plan  of  such  State  approved  under  title  X  (or  title  XVI,  insofar 
as  it  relates  to  the  blind)  was  different  from  the  State  agency  which 
administered  or  supervised  the  administration  of  the  State  plan  ap- 
proved under  title  I  (or  title  XVI,  insofar  as  it  relates  to  the  aged), 
the  State  agency  which  administered  or  supervised  the  administration 
of  such  plan  approved  under  title  X  (or  title  XVI,  insofar  as  it  re- 
lates to  the  blind)  may  be  designated  to  administer  or  supervise  the 
administration  of  the  portion  of  the  State  plan  for  medical  assistance 
which  relates  to  blind  individuals  and  a  different  State  agency  may 
be  established  or  designated  to  administer  or  supervise  the  administra- 


1  Paragraph  (38)  was  added  by  sec.  3(c)  (1)  (D)  of  P.L.  95-142. 

2  Paragraph  (39)  was  added  by  sec.  7(b)  of  P.L.  95-142. 

3  Paragraph  (40)  was  added  by  sec.  19  (b)  (2)  of  P.L.  95-142. 
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tion  of  the  rest  of  the  State  plan  for  medical  assistance ;  and  in  such 
case  the  part  of  the  plan  which  each  such  agency  administers,  or  the 
administration  of  which  each  such  agency  supervises,  shall  be  regarded 
as  a  separate  plan  for  purposes  of  this  title  (except  for  purposes  of 
paragraph  (10)).  For  purposes  of  paragraphs  (9)  (A),  (29),  (31), 
and  (33) ,  and  of  section  1903  (i)  (4) ,  the  term  "skilled  nursing  facility" 
and  "nursing  home"  do  not  include  a  Christian  Science  sanatorium 
operated,  or  listed  and  certified,  by  the  First  Church  of  Christ, 
Scientist,  Boston,  Massachusetts. 

For  purposes  of  paragraph  (10)  any  individual  who,  for  the  month 
of  August  1972,  was  eligible  for  or  receiving  aid  or  assistance  under  a 
State  plan  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of  title 
IV  and  who  for  such  month  was  entitled  to  monthly  insurance  benefits 
under  title  II  shall  for  purposes  of  this  title  only  be  deemed  to  be  elig- 
ible for  financial  aid  or  assistance  for  any  month  thereafter  if  such 
individual  would  have  been  eligible  for  financial  aid  or  assistance  for 
such  month  had  the  increase  in  monthly  insurance  benefits  under  title 
II  resulting  from  enactment  of  Public  Law  92-336  not  been  applicable 
to  such  individual.1 

The  requirement  of  clause  (A)  of  paragraph  (37)  with  respect  to 
a  State  plan  may  be  waived  by  the  Secretary  if  he  finds  that  the  State 
has  exercised  good  faith  in  trying  to  meet  such  requirement.2 

(b)  The  Secretary  shall  approve  any  plan  which  fulfills  the  condi- 
tions specified  in  subsection  (a)  of  this  section,  except  that  he  shall 
not  approve  any  plan  which  imposes  as  a  condition  for  eligibility  for 
medical  assistance  under  the  plan — 

( 1 )  an  age  requirement  of  more  than  65  years ;  or 

(2)  effective  July  1,  1967,  any  age  requirement  which  excludes 
any  individual  Avho  has  not  attained  the  age  of  21  and  is  or  would, 
except  for  the  provisions  of  section  406(a)  (2),  be  a  dependent 
child  under  part  A  of  subchapter  IV  of  this  chapter;  or 

(3)  any  residence  requirement  which  excludes  any  individual 
who  resides  in  the  State ;  or 

(4)  any  citizenship  requirement  which  excludes  any  citizen  of 
the  United  States. 

(c)  Notwithstanding  subsection  (b),  the  Secretary  shall  not  ap- 
prove any  State  plan  for  medical  assistance  if  he  determines  that  the 
approval  and  operation  of  the  plan  will  result  in  a  reduction  in  aid  or 
assistance  in  the  form  of  money  payments  (other  than  so  much,  if  any, 
of  the  aid  or  assistance  in  such  form  as  was,  immediately  prior  to  the 
effective  date  of  the  State  plan  under  this  title,  attributable  to  medical 


1  This  sentence  was  added  by  Public  Law  94-48. 

2  This  sentence  was  added  by  sec.  2  (b)  (1)  (D)  of  P.L.  95-142. 
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needs)  provided  for  eligible  individuals  under  a  plan  of  such  State 
approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of  title  IV. 

(d)  [Repealed]. 

(e)  Notwithstanding  any  other  provision  of  this  title,  effective 
January  1,  1974,  each  State  plan  approved  under  this  title  must  pro- 
vide that  each  family  which  was  receiving  aid  pursuant  to  a  plan  of 
the  State  approved  under  part  A  of  title  IV  in  at  least  3  of  the  6 
months  immediately  preceding  the  month  in  which  such  family  became 
ineligible  for  such  aid  because  of  increased  hours  of,  or  increased  in- 
come from,  employment,  shall,  while  a  member  of  such  family  is  em- 
ployed, remain  eligible  for  assistance  under  the  plan  approved  under 
this  title  (as  though  the  family  was  receiving  aid  under  the  plan  ap- 
proved under  part  A  of  title  IV)  for  4  calendar  months  beginning  with 
the  month  in  which  such  family  became  ineligible  for  aid  under  the 
plan  approved  under  part  A  of  title  IV  because  of  income  and  resources 
or  hours  of  work  limitations  contained  in  such  plan. 

(f)  Notwithstanding  any  other  provision  of  this  title,  except  as 
provided  in  subsection  (e),  no  State  not  eligible  to  participate  in  the 
State  plan  program  established  under  title  XVI  shall  be  required  to 
provide  medical  assistance  to  any  aged,  blind,  or  disabled  individual 
(within  the  meaning  of  title  XVI)  for  any  month  unless  such  State 
would  be  (or  would  have  been)  required  to  provide  medical  assist- 
ance to  such  individual  for  such  month  had  its  plan  for  medical  assist- 
ance approved  under  this  title  and  in  effect  on  January  1,  1972,  been 
in  effect  in  such  month,  except  that  for  this  purpose  any  such  individ- 
ual shall  be  deemed  eligible  for  medical  assistance  under  such  State 
plan  if  (in  addition  to  meeting  such  other  requirements  as  are  or  may 
be  imposed  under  the  State  plan)  the  income  of  any  such  individual 
as  determined  in  accordance  with  section  1903(f)  (after  deducting 
any  supplemental  security  income  payment  and  State  supplementary 
payment  made  with  respect  to  such  individual  and  incurred  expenses 
for  medical  care  as  recognized  under  State  law)  is  not  in  excess  of  the 
standard  for  medical  assistance  established  under  the  State  plan  as  in 
effect  on  January  1,  1972.  In  States  which  provide  medical  assistance 
to  individuals  pursuant  to  clause  (10)  (C)  of  subsection  (a)  of  this 
section,  an  individual  who  is  eligible  for  medical  assistance  by  reason 
of  the  requirements  of  this  section  concerning  the  deduction  of  incurred 
medical  expenses  from  income  shall  be  considered  an  individual  eligi- 
ble for  medical  assistance  under  clause  (10)  (A)  of  that  subsection  if 
that  individual  is,  or  is  eligible  to  be  (1)  an  individual  with  respect  to 
whom  there  is  payable  a  State  supplementary  payment  on  the  basis 
of  which  similarly  situated  individuals  are  eligible  to  receive  medical 
assistance  equal  in  amount,  duration,  and  scope  to  that  provided  to 
individuals  eligible  under  clause  (10)  (A),  or  (2)  an  eligible  individ- 
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ual  or  eligible  spouse,  as  defined  in  title  XVI,  with  respect  to  whom 
supplemental  security  income  benefits  are  payable ;  otherwise  that  indi- 
vidual shall  be  considered  to  be  an  individual  eligible  for  medical 
assistance  under  clause  (10)  (C)  of  that  subsection.  In  States  which  do 
not  provide  medical  assistance  to  individuals  pursuant  to  clause  (10) 
(C)  of  that  subsection,  an  individual  who  is  eligible  for  medical 
assistance  by  reason  of  the  requirements  of  this  section  concerning  the 
deduction  of  incurred  medical  expenses  from  income  shall  be  con- 
sidered an  individual  eligible  for  medical  assistance  under  clause 
(10)  (A)  of  that  subsection. 

(g)  The  Secretary  may  waive  suspension  under  subsection  (a)  (39) 
of  a  physician's  or  practitioner's  participation  in  a  State  plan 
approved  under  this  title  and  of  the  prohibition  under  such  subsection 
of  payment  for  any  item  or  service  furnished  by  him  during  the  period 
of  such  suspension,  if  the  single  State  agency  which  administers  or 
supervises  the  administration  of  the  plan  submits  a  request  to  the 
Secretary  for  such  waiver  and  if  the  Secretary  approves  such  request.1 

Payment  to  States 

Sec.  1903.  (a)  From  the  sums  appropriated  therefor,  the  Secretary 
(except  as  otherwise  provided  in  this  section)  shall  pay  to  each  State 
which  has  a  plan  approved  under  this  title,  for  each  quarter,  begin- 
ning with  the  quarter  commencing  January  1, 1966 

(1)  an  amount  equal  to  the  Federal  medical  assistance  per- 
centage (as  defined  in  section  1905(b),  subject  to  subsections  (g) 
and  (h)  of  this  section)  of  the  total  amount  expended  during 
such  quarter  as  medical  assistance  under  the  State  plan  (including 
expenditures  for  premiums  under  part  B  of  title  XVIII,  for 
individuals  who  are  eligible  for  medical  assistance  under  the 
plan  and  (A)  are  receiving  aid  or  assistance  under  any  plan  of 
the  State  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of 
title  IV,  or  with  respect  to  whom  supplemental  security  income 
benefits  are  being  paid  under  title  XVI,  or  (B)  with  respect  to 
whom  there  is  being  paid  a  State  supplementary  payment  and 
are  eligible  for  medical  assistance  equal  in  amount,  duration,  and 
scope  to  the  medical  assistance  made  available  to  individuals  de- 
scribed in  section  1902(a)  (10)  (A) ,  and,  except  in  the  case  of 
individuals  sixty-five  years  of  age  or  older  and  disabled  individ- 
uals entitled  to  hospital  insurance  benefits  under  title  XVIII  or 
who  are  not  enrolled  under  part  B  of  title  XVIII,  other  insur- 
ance premiums  for  medical  or  any  other  type  of  remedial  care  or 
the  cost  thereof)  ;  plus 


1  Subsection  (g)  was  added  by  section  111  of  Public  Law  94-182  and  repealed  by  Public 
Law  94-552.  A  new  subsection  (g)  was  added  by  sec.  7(c)  of  Public  Law  95-142. 
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(2)  an  amount  equal  to  75  per  centum  of  so  much  of  the  sums 
expended  during  such  quarter  (as  found  necessary  by  the  Secre- 
tary for  the  proper  and  efficient  administration  of  the  State  plan) 
as  are  attributable  to  compensation  or  training  of  skilled  pro- 
fessional medical  personnel,  and  staff  directly  supporting  such 
personnel  of  the  State  agency  or  any  other  public  agency;  plus 

(3)  an  amount  equal  to — 

(A)  (i)  90  per  centum  of  so  much  of  the  sums  expended 
during  such  quarter  as  are  attributable  to  the  design,  develop- 
ment, or  installation  of  such  mechanized  claims  processing 
and  information  retrieval  systems  as  the  Secretary  determines 
are  likely  to  provide  more  efficient,  economical,  and  effective 
administration  of  the  plan  and  to  be  compatible  with  the 
claims  processing  and  information  retrieval  systems  utilized 
in  the  administration  of  title  XVIII,  including  the  State's 
share  of  the  cost  of  installing  such  a  system  to  be  used  jointly 
in  the  administration  of  such  State's  plan  and  the  plan  of 
any  other  State  approved  under  this  title,  and 

(ii)  90  per  centum  of  so  much  of  the  sums  expended  during 
any  such  quarter  in  the  fiscal  year  ending  June  30,  1972,  or 
the  fiscal  year  ending  June  30,  1973,  as  are  attributable  to 
the  design,  development,  or  installation  of  cost  determination 
systems  for  State-owned  general  hospitals  (except  that  the 
total  amount  paid  to  all  States  under  this  clause  for  either 
such  fiscal  year  shall  not  exceed  $150,000),  and 

(B)  75  per  centum  of  so  much  of  the  sums  expended  dur- 
ing such  quarter  as  are  attributable  to  the  operation  of  sys- 
tems (whether  such  systems  are  operated  directly  by  the 
State  or  by  another  person  under  a  contract  with  the  State) 
of  the  type  described  in  subparagraph  (A)  (i)  (whether  or 
not  designed,  developed,  or  installed  with  assistance  under 
such  subparagraph)  which  are  approved  by  the  Secretary 
and  which  include  provision  for  prompt  written  notice  to 
each  individual  who  is  furnished  services  covered  by  the  plan, 
or  to  each  individual  in  a  sample  group  of  individuals  who 
are  furnished  such  services,  of  the  specific  services  (other  than 
confidential  services)  so  covered,  the  name  of  the  person 
or  persons  furnishing  the  services,  the  date  or  dates  on  which 
the  services  were  furnished,  and  the  amount  of  the  payment 
or  payments  made  under  the  plan  on  account  of  the  services ; 
plus  1 

(4)  an  amount  equal  to  100  per  centum  of  the  sums  expended 
with  respect  to  costs  incurred  during  such  quarter  (as  found  neces- 


1  Subparagraph  (B)  was  amended  by  sec.  10  of  P.L.  95-142. 
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sary  by  the  Secretary  for  the  proper  and  efficient  administration 
of  the  State  plan)  which  are  attributable  to  compensation  or 
training  of  personnel  (of  the  State  agency  or  any  other  public 
agency)  responsible  for  inspecting  public  or  private  institutions 
(or  portions  thereof)  providing  long-term  care  to  recipients  of 
medical  assistance  to  determine  whether  such  institutions  comply 
with  health  or  safety  standards  applicable  to  such  institutions 
under  this  Act ;  plus  1 

(5)  an  amount  equal  to  90  per  centum  of  the  sums  expended 
during  such  quarter  which  are  attributable  to  the  offering,  ar- 
ranging, and  furnishing  (directly  or  on  a  contract  basis)  of 
family  planning  services  and  supplies; 

(6)  subject  to  subsection  (b)(3),  an  amount  equal  to  90  per 
centum  of  the  sums  expended  during  each  quarter  beginning  on 
or  after  October  1,  1977,  and  ending  before  October  1,  1980,  with 
respect  to  costs  incurred  during  such  quarter  (as  found  necessary 
by  the  Secretary  for  the  elimination  of  fraud  in  the  provision  and 
administration  of  medical  assistance  provided  under  the  State 
plan)  which  are  attributable  to  the  establishment  and  operation 
of  (including  the  training  of  personnel  employed  by)  a  State 
medicaid  fraud  control  unit  (described  in  subsection  (q) )  ;  plus  2 

(7)  an  amount  equal  to  50  per  centum  of  the  remainder  of  the 
amounts  expended  during  such  quarter  as  found  necessary  by  the 
Secretary  for  the  proper  and  efficient  administration  of  the  State 
plan.2 

(b)  (1)  Notwithstanding  the  preceding  provisions  of  this  section,  the 
amount  determined  under  subsection  (a)  (1)  for  any  State  for  any 
quarter  beginning  after  December  31,  1969,  shall  not  take  into  ac- 
count any  amounts  expended  as  medical  assistance  with  respect  to 
individuals  aged  65  or  over  and  disabled  individuals  entitled  to  hos- 
pital insurance  benefits  under  title  XVIII  which  would  not  have  been 
so  expended  if  the  individuals  involved  had  been  enrolled  in  the 
insurance  program  established  by  part  B  of  title  XVIII,  other  than 
amounts  expended  under  provisions  of  the  plan  of  such  State  required 
by  section  1902 (a)  (34). 

(2)  For  limitation  on  Federal  participation  for  capital  expenditures 
which  are  out  of  conformity  with  a  comprehensive  plan  of  a  State  or 
areawide  planning  agency,  see  section  1122. 

(3)  The  amount  of  funds  which  the  Secretary  is  otherwise  obli- 
gated to  pay  a  State  during  a  quarter  under  subsection  (a)  (6)  may 
not  exceed  the  higher  of — 

1  Paragraph  (4)  is  effective  only  through  September  30,  1980  as  provided  by  sec.  249B 
of  P.L.  92-603.  as  amended  by  sec.  8  of  P.L.  93-368  and  sec.  309(b)  of  P.L.  95-83. 

2  Paragraph  (6)  was  added  (and  the  former  paragraph  (6)  was  redesignated  as  para- 
graph (7))  by  sec.  17(a)  of  P.L.  95-142.  See  also  sec.  17(e)  which  is  printed  in  this 
document  on  p.  799. 
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(A)  $125,000,  or 

(B)  one-quarter  of  1  per  centum  of  the  sums  expended  by  the 
Federal,  State,  and  local  governments  during  the  previous  quarter 
in  carrying  out  the  State's  plan  under  this  title.1 

(c)  [Kepealed.] 

(d)  (1)  Prior  to  the  beginning  of  each  quarter,  the  Secretary  shall 
estimate  the  amount  to  which  a  State  will  be  entitled  under  subsections 
(a)  and  (b)  for  such  quarter,  such  estimates  to  be  based  on  (A) 
a  report  filed  by  the  State  containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  quarter  in  accordance  with  the  provisions  of 
such  subsections,  and  stating  the  amount  appropriated  or  made  avail- 
able by  the  State  and  its  political  subdivisions  for  such  expenditures 
in  such  quarter,  and  if  such  amount  is  less  than  the  State's  propor- 
tionate share  of  the  total  sum  of  such  estimated  expenditures,  the 
source  or  sources  from  which  the  difference  is  expected  to  be  derived, 
and  (B)  such  other  investigation  as  the  Secretary  may  find  necessary. 

(2)  The  Secretary  shall  then  pay  to  the  State,  in  such  installments 
as  he  may  determine,  the  amounts  so  estimated,  reduced  or  increased 
to  the  extent  of  any  overpayment  or  underpayment  which  the  Secre- 
tary determines  was  made  under  this  section  to  such  State  for  any 
prior  quarter  and  with  respect  to  which  adjustment  has  not  already 
been  made  under  this  subsection.  Expenditures  for  which  payments 
were  made  to  the  State  under  subsection  (a)  shall  be  treated  as  an 
overpayment  to  the  extent  that  the  State  or  local  agency  administering 
such  plan  has  been  reimbursed  for  such  expenditures  by  a  third  party 
pursuant  to  the  provisions  of  its  plan  in  compliance  with  section 
1902(a)  (25). 

(3)  The  pro  rata  share  to  which  the  United  States  is  equitably 
entitled,  as  determined  by  the  Secretary,  of  the  net  amount  recovered 
during  any  quarter  by  the  State  or  any  political  subdivision  thereof 
with  respect  to  medical  assistance  furnished  under  the  State  plan 
shall  be  considered  an  overpayment  to  be  adjusted  under  this 
subsection. 

(4)  Upon  the  making  of  an  estimate  by  the  Secretary  under  this 
subsection,  any  appropriations  available  for  payments  under  this  sec- 
tion shall  be  deemed  obligated. 

(e)  [Kepealed.] 

(f)  (1)  (A)  Except  as  provided  in  paragraph  (4),  payment  under 
the  preceding  provisions  of  this  section  shall  not  be  made  with  respect 
to  any  amount  expended  as  medical  assistance  in  a  calendar  quarter, 
in  any  State,  for  any  member  of  a  family  the  annual  income  of  which 
exceeds  the  applicable  income  limitation  determined  under  this 
paragraph. 

1  Paragraph  (3)  was  added  by  sec.  17(b)  of  P.L.  95-142. 
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(B)  (i)  Except  as  provided  in  clause  (ii)  of  this  subparagraph,  the 
applicable  income  limitation  with  respect  to  any  family  is  the  amount 
determined,  in  accordance  with  standards  prescribed  by  the  Secre- 
tary, to  be  equivalent  to  133%  percent  of  the  highest  amount  which 
would  ordinarily  be  paid  to  a  family  of  the  same  size  without  any  in- 
come or  resources,  in  the  form  of  money  payments,  under  the  plan 
of  the  State  approved  under  part  A  of  title  IV  of  this  Act. 

(ii)  If  the  Secretary  finds  that  the  operation  of  a  uniform  maxi- 
mum limits  payments  to  families  of  more  than  one  size,  he  may  adjust 
the  amount  otherwise  determined  under  clause  (i)  to  take  account  of 
families  of  different  sizes. 

(C)  The  total  amount  of  any  applicable  income  limitation  deter- 
mined under  subparagraph  (B)  shall,  if  it  is  not  a  multiple  of  $100 
or  such  other  amount  as  the  Secretary  may  prescribe,  be  rounded  to 
the  next  higher  multiple  of  $100  or  such  other  amount,  as  the  case 
may  be. 

(2)  In  computing  a  family's  income  for  purposes  of  paragraph  (1), 
there  shall  be  excluded  any  costs  (whether  in  the  form  of  insurance 
premiums  or  otherwise)  incurred  by  such  family  for  medical  care  or 
for  any  other  type  of  remedial  care  recognized  under  State  law. 

(3)  For  purposes  of  paragraph  (1)(B),  in  the  case  of  a  family 
consisting  of  only  one  individual,  the  "highest  amount  which  would 
ordinarily  be  paid"  to  such  family  under  the  State's  plan  approved 
under  part  A  of  title  IV  of  this  Act  shall  be  the  amount  determined 
by  the  State  agency  (on  the  basis  of  reasonable  relationship  to  the 
amounts  payable  under  such  plan  to  families  consisting  of  two  or 
more  persons)  to  be  the  amount  of  the  aid  which  would  ordinarily  be 
payable  under  such  plan  to  a  family  (without  any  income  or  re- 
sources) consisting  of  one  person  if  such  plan  (without  regard  to 
section  408)  provided  for  aid  to  such  a  family. 

(4)  The  limitations  on  payment  imposed  by  the  preceding  provi- 
sions of  this  subsection  shall  not  apply  with  respect  to  any  amount 
expended  by  a  State  as  medical  assistance  for  any  individual — 

(A)  who  is  receiving  aid  or  assistance  under  any  plan  of  the 
State  approved  under  title  I,  X,  XIV  or  XVI,  or  part  A  of  title 
IV,  or  with  respect  to  whom  supplemental  security  income  benefits 
are  being  paid  under  title  XVI,  or 

(B)  who  is  not  receiving  such  aid  or  assistance,  and  with 
respect  to  whom  such  benefits  are  not  being  paid,  but  (i)  is  eligible 
to  receive  such  aid  or  assistance,  or  to  have  such  benefits  paid 
with  respect  to  him,  or  (ii)  would  be  eligible  to  receive  such  aid 
or  assistance,  or  to  have  such  benefits  paid  with  respect  to  him  if 
he  were  not  in  a  medical  institution,  or 
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(C)  with  respect  to  whom  there  is  being  paid,  or  who  is  eligible, 
or  would  be  eligible  if  he  were  not  in  a  medical  institution,  to 
have  paid  with  respect  to  him,  a  State  supplementary  payment 
and  is  eligible  for  medical  assistance  equal  in  amount,  duration, 
and  scope  to  the  medical  assistance  made  available  to  individuals 
described  in  section  1902(a)  (10)  (A),  but  only  if  the  income  of 
such  individual  (as  determined  under  section  1612,  but  without 
regard  to  subsection  (b)  thereof)  does  not  exceed  300  percent 
of  the  supplemental  security  income  benefit  rate  established  by 
section  1611(b)  (1), 
at  the  time  of  the  provision  of  the  medical  assistance  giving  rise  to 
such  expenditure. 

(g)  (1)  Subject  to  paragraph  (3),  with  respect  to  amounts  paid  for 
the  following  services  furnished  under  the  State  plan  after  June  30, 
1973  (other  than  services  furnished  pursuant  to  a  contract  with  a 
health  maintenance  organization  as  defined  in  section  1876),  the  Fed- 
eral medical  assistance  percentage  shall  be  decreased  as  follows :  Af ter 
an  individual  has  received  care  as  an  inpatient  in  a  hospital  (including 
an  institution  for  tuberculosis),  skilled  nursing  facility  or  inter- 
mediate care  facility  on  60  days,  or  in  a  hospital  for  mental  diseases  on 
90  days  (whether  or  not  such  days  are  consecutive) ,  during  any  fiscal 
year,  which  for  purposes  of  this  section  means  the  four  calendar  quar- 
ters ending  with  June  30,  the  Federal  medical  assistance  percentage 
with  respect  to  amounts  paid  for  any  such  care  furnished  thereafter 
to  such  individual  in  the  same  fiscal  year  shall  be  decreased  by  a  per 
centum  thereof  (determined  under  paragraph  (5))  unless  the  State 
agency  responsible  for  the  administration  of  the  plan  makes  a  showing 
satisfactory  to  the  Secretary  that,  with  respect  to  each  calendar  quarter 
for  which  the  State  submits  a  request  for  payment  at  the  full  Federal 
medical  assistance  percentage  for  amounts  paid  for  inpatient  hospital 
services  (including  tuberculosis  hospitals),  skilled  nursing  facility 
services,  or  intermediate  care  facility  services  furnished  beyond  60 
days  (or  inpatient  mental  hospital  services  furnished  beyond  90  days) , 
there  is  in  operation  in  the  State  an  effective  program  of  control  over 
utilization  of  such  services;  such  a  showing  must  include  evidence 
that — 

(A)  in  each  case  for  which  payment  is  made  under  the  State 
plan,  a  physician  certifies  at  the  time  of  admission,  or,  if  later, 
the  time  the  individual  applies  for  medical  assistance  under  the 
State  plan  (and  recertifies,  where  such  services  are  furnished  over 
a  period  of  time,  in  such  cases,  at  least  every  60  days,  and  accom- 
panied by  such  supporting  material,  appropriate  to  the  case  in- 
volved, as  may  be  provided  in  regulations  of  the  Secretary ) ,  that 
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such  services  are  or  were  required  to  be  given  on  an  inpatient 
basis  because  the  individual  needs  or  needed  such  services ;  and 

.(B)  in  each  such  case,  such  services  were  furnished  under  a 
plan  established  and  periodically  reviewed  and  evaluated  by  a 
physician ; 

(C)  such  State  has  in  effect  a  continuous  program  of  review  of 
utilization  pursuant  to  section  1902(a)  (30)  whereby  each  admis- 
sion is  reviewed  or  screened  in  accordance  with  criteria  established 
by  medical  and  other  professional  personnel  who  are  not  them- 
selves directly  responsible  for  the  care  of  the  patient  involved, 
and  who  do  not  have  a  significant  financial  interest  in  any  such 
institution  and  are  not,  except  in  the  case  of  a  hospital,  employed 
by  the  institution  providing  the  care  involved ;  and  the  informa- 
tion developed  from  such  review  or  screening,  along  with  the  data 
obtained  from  prior  reviews  of  the  necessity  for  admission  and 
continued  stay  of  patients  by  such  professional  personnel,  shall 
be  used  as  the  basis  for  establishing  the  size  and  composition  of 
the  sample  of  admissions  to  be  subject  to  review  and  evaluation 
by  such  personnel,  and  any  such  sample  may  be  of  any  size  up  to 
100  per  centum  of  all  admissions  and  must  be  of  sufficient  size  to 
serve  the  purpose  of  (i)  identifying  the  patterns  of  care  being 
provided  and  the  changes  occurring  over  time  in  such  patterns 
so  that  the  need  for  modification  may  be  ascertained,  and  (ii)  sub- 
jecting admissions  to  early  or  more  extensive  review  where  infor- 
mation indicates  that  such  consideration  is  warranted ;  and  1 

(D)  such  State  has  an  effective  program  of  medical  review  of 
the  care  of  patients  in  mental  hospitals,  skilled  nursing  facilities, 
and  intermediate  care  facilities  pursuant  to  section  1902(a)  (26) 
and  (31)  whereby  the  professional  management  of  each  case  is  re- 
viewed and  evaluated  at  least  annually  by  independent  profes- 
sional review  teams. 

In  determining  the  number  of  days  on  which  an  individual  has  re- 
ceived services  described  in  this  subsection,  there  shall  not  be  counted 
any  days  with  respect  to  which  such  individual  is  entitled  to  have 
payments  made  (in  whole  or  in  part)  on  his  behalf  under  section 
1812.2 

(2)  The  Secretary  shall,  as  part  of  his  validation  procedures  under 
this  subsection,  conduct  timely  sample  onsite  surveys  of  private  and 
public  institutions  in  which  recipients  of  medical  assistance  may  receive 
care  and  services  under  a  State  plan  approved  under  this  title,  and  his 
findings  with  respect  to  such  surveys  (as  well  as  the  showings  of  the 

1  Subparagraph  (C)  was  amended  by  section  110  of  Public  Law  94-182  effective  April  1, 

1976. 

2  Paragraph  (1)  was  amended  by  sec.  20(a)  (1)  and  (2)  of  P.L.  95-142.  See  also  sec.  6 
of  P.L.  95-59  which  is  printed  in  this  document  on  p.  796  and  sec.  20(c)  of  P.L.  95-142 
which  is  printed  in  this  document  on  p.  801. 
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State  agency  required  under  this  subsection)  shall  be  made  available 
for  public  inspection.1 

(3)  (A)  No  reduction  in  the  Federal  medical  assistance  percentage 
of  a  State  otherwise  required  to  be  imposed  under  this  subsection  shall 
take  effect — 

(i)  if  such  reduction  is  due  to  the  State's  unsatisfactory  or 
invalid  showing  made  with  respect  to  a  calendar  quarter  begin- 
ning before  January  1, 1977 ; 

(ii)  before  January  1, 1978 ; 

(iii)  unless  a  notice  of  such  reduction  has  been  provided  to  the 
State  at  least  30  days  before  the  date  such  reduction  takes  effect ;  or 

(iv)  due  to  the  State's  unsatisfactory  or  invalid  showing  made 
with  respect  to  a  calendar  quarter  beginning  after  September  30, 
1977,  unless  notice  of  such  reduction  has  been  provided  to  the  State 
no  later  than  the  first  day  of  the  fourth  calendar  quarter  following 
the  calendar  quarter  with  respect  to  which  such  showing  was 
made. 

(B)  The  Secretary  shall  waive  application  of  any  reduction  in  the 
Federal  medical  assistance  percentage  of  a  State  otherwise  required 
to  be  imposed  under  paragraph  (1)  because  a  showing  by  the  State, 
made  under  such  paragraph  with  respect  to  a  calendar  quarter  ending 
after  January  1, 1977,  and  before  October  1,  1977,  is  determined  to  be 
either  unsatisfactory  under  such  paragraph  or  invalid  under  para- 
graph (2),  if  the  Secretary  determines  that  the  State's  showing  made 
under  paragraph  (1)  with  respect  to  the  calendar  quarter  ending  on 
December  31,  1977,  is  satisfactory  under  such  paragraph  and  is  valid 
under  paragraph  (2). 2 

(4)  (A)  The  Secretary  may  not  find  the  showing  of  a  State,  with 
respect  to  a  calendar  quarter  under  paragraph  (1),  to  be  satisfactory 
if  the  showing  is  submitted  to  the  Secretary  later  than  the  30th  day 
after  the  last  day  of  the  calendar  quarter,  unless  the  State  demon- 
strates to  the  satisfaction  of  the  Secretary  good  cause  for  not  meeting 
such  deadline. 

(B)  The  Secretary  shall  find  a  showing  of  a  State,  with  respect  to 
a  calendar  quarter  under  paragraph  (1) ,  to  be  satisfactory  under  such 
paragraph  with  respect  to  the  requirement  that  the  State  conduct 
annual  onsite  inspections  in  mental  hospitals,  skilled  nursing  facili- 
ties, and  intermediate  care  facilities  under  paragraph  (26)  and  (31) 
of  section  1902(a),  if  the  showing  demonstrates  that  the  State  has 
conducted  such  an  onsite  inspection  during  the  12-month  period  end- 
ing on  the  last  date  of  the  calendar  quarter — 


1  Paragraph  (2)  was  amended  by  sec.  20(a)(3)  of  P.L.  95-142. 

2  Paragraph  (3),  was  added  by  sec.  20(a)  (4)  of  P.L.  95-142  effective  as  specified  in  sec. 
20(c)  which  is  printed  in  this  document  on  p.  801. 
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(i)  in  each  of  not  less  than  98  per  centum  of  the  number  of  such 
hospitals  and  facilities  requiring  such  inspection,  and 

(ii)  in  every  such  hospital  or  facility  which  has  200  or  more 
beds, 

and  that,  with  respect  to  such  hospitals  and  facilities  not  inspected 
within  such  period,  the  State  has  exercised  good  faith  and  due  deli- 
gence  in  attempting  to  conduct  such  inspection,  or  if  the  State  dem- 
onstrates to  the  satisfaction  of  the  Secretary  that  it  would  have  made 
such  a  showing  but  for  failings  of  a  technical  nature  only.1 

(5)  In  the  case  of  a  State's  unsatisfactory  or  invalid  showing  made 
with  respect  to  a  type  of  facility  or  institutional  services  in  a  calendar 
quarter,  the  per  centum  amount  of  the  reduction  of  the  State's  Federal 
medical  assistance  percentage  for  that  type  of  services  under  para- 
graph (1)  is  equal  to  33%  per  centum  multiplied  by  a  fraction,  the 
denominator  of  which  is  equal  to  the  total  number  of  patients  receiv- 
ing that  type  of  services  in  that  quarter  under  the  State  plan  in  facili- 
ties or  institutions  for  which  a  showing  was  required  to  be  made  under 
this  subsection,  and  the  numerator  of  Avhich  is  equal  to  the  number  of 
such  patients  receiving  such  type  of  services  in  that  quarter  in  those 
facilities  or  institutions  for  which  a  satisfactory  and  valid  showing 
was  not  made  for  that  calendar  quarter.1 

(6)  The  Secretary  shall  submit  to  Congress,  not  later  than  sixty 
days  after  the  end  of  such  calendar  quarter,  a  report  on — 

(A)  his  determination  as  to  whether  or  not  each  showing, 
made  under  paragraph  (1)  by  a  State  with  respect  to  the  calendar 
quarter,  has  been  found  to  be  satisfactory  under  such  paragraph ; 

(B)  his  review  (through  onsite  surveys  and  otherwise)  under 
paragraph  (2)  of  the  validity  of  showings  previously  submitted 
by  a  State ;  and 

(C)  any  reduction  in  the  Federal  medical  assistance  percent- 
age he  has  imposed  on  a  State  because  of  its  submittal  under  para- 
graph (1)  of  an  unsatisfactory  or  invalid  showing.1 

(h)  (1)  If  the  Secretary  determines  for  any  calendar  quarter  begin- 
ning after  June  30,  1973,  with  respect  to  any  State  that  there  does  not 
exist  a  reasonable  cost  differential  between  the  statewide  average  cost 
of  skilled  nursing  facility  services  and  the  statewide  average  cost  of 
intermediate  care  facility  services  in  such  State,  the  Secretary  may 
reduce  the  amount  which  would  otherwise  be  considered  as  expendi- 
tures under  the  State  plan  by  any  amount  which  in  his  judgment  is 
a  reasonable  equivalent  of  the  difference  between  the  amount  of  the 
expenditures  by  such  State  for  intermediate  care  facility  services  and 


1  Paragraphs  (4),  (5),  and  (6)  were  added  by  sec.  20(a)(4)  of  P.L.  95-142  effective  as 
specified  in  sec.  20(c)  which  is  printed  in  this  document  on  p.  801. 
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the  amount  that  would  have  been  expended  by  such  State  for  such 
services  if  there  had  been  a  reasonable  cost  differential  between  the 
cost  of  skilled  nursing  facility  services  and  the  cost  of  intermediate 
care  facility  services. 

(2)  In  determining  whether  any  such  cost  differential  in  any  State 
is  reasonable  the  Secretary  shall  take  into  consideration  the  range  of 
such  cost  differentials  in  all  States. 

(3)  For  the  purposes  of  this  subsection,  the  term  "cost  differential" 
for  any  State  for  any  quarter  means,  as  determined  by  the  Secretary 
on  the  basis  of  the  data  for  the  most  recent  calendar  quarter  for  which 
satisfactory  data  are  available,  the  excess  of — 

(A)  the  average  amount  paid  in  such  State  (regardless  of  the 
source  of  payment)  per  inpatient  day  for  skilled  nursing  facility 
services,  over 

(B)  the  average  amount  paid  in  such  State  (regardless  of  the 
source  of  payment)  per  inpatient  day  for  intermediate  care  facil- 
ity services. 

(4)  For  purposes  of  this  subsection,  the  term  "cost"  shall  mean 
amounts  reimbursable  by  the  State  under  a  State  plan  approved  under 
this  title. 

(i)  Payment  under  the  preceding  provisions  of  this  section  shall 
not  be  made — 

(1)  with  respect  to  any  amount  paid  for  items  or  services 
furnished  under  the  plan  after  December  31,  1972,  to  the  extent 
that  such  amount  exceeds  the  charge  which  would  be  determined 
to  be  reasonable  for  such  items  or  services  under  the  fourth  and 
fifth  sentences  of  section  1842(b)  (3)  ;  or 

(2)  with  respect  to  any  amount  paid  for  services  furnished 
under  the  plan  after  December  31,  1972,  by  a  provider  or  other 
person  during  any  period  of  time,  if  payment  may  not  be  made 
under  title  XVIII  with  respect  to  services  furnished  by  such  pro- 
vider or  person  during  such  period  of  time  solely  by  reason  of  a 
determination  by  the  Secretary  under  section  1862(d)  (1)  or  under 
clause  (D),  (E),  or  (F)  of  section  1866(b)  (2),  or  by  reason  of 
noncompliance  with  a  request  made  by  the  Secretary  under  clause 
(C)  (ii)  of  such  section  1866(b)  (2)  or  under  section  1902(a)  (38)  ; 
or 1 

(3)  with  respect  to  any  amount  expended  for  inpatient  hospital 
services  furnished  under  the  plan  to  the  extent  that  such  amount 
exceeds  the  hospital's  customary  charges  with  respect  to  such 
services  or  (if  such  services  are  furnished  under  the  plan  by  a 
public  institution  free  of  charge  or  at  nominal  charges  to  the 
public)  exceeds  an  amount  determined  on  the  basis  of  those  items 


1  Paragraph  (2)  was  amended  by  sec.  (3)  (c)  (2)  of  P.L.  95-142. 
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(specified  in  regulations  prescribed  by  the  Secretary)  included  in 
the  determination  of  such  payment  which  the  Secretary  finds  will 
provide  fair  compensation  to  such  institution  for  such  services; 
or 

(4)  with  respect  to  any  amount  expended  for  care  or  services 
furnished  under  the  plan  by  a  hospital  or  skilled  nursing  facility 
unless  such  hospital  or  skilled  nursing  facility  has  in  effect  a  utili- 
zation review  plan  which  meets  the  requirements  imposed  by  sec- 
tion 1861  (k)  for  purposes  of  title  XVIII;  and  if  such  hospital  or 
skilled  nursing  facility  has  in  effect  such  a  utilization  review  plan 
for  purposes  of  title  XVIII,  such  plan  shall  serve  as  the  plan 
required  by  this  subsection  (with  the  same  standards  and  proce- 
dures and  the  same  review  committee  or  group)  as  a  condition  of 
payment  under  this  title;  the  Secretary  is  authorized  to  waive 
the  requirements  of  this  paragraph  if  the  State  agency  demon- 
strates to  his  satisfaction  that  it  has  in  operation  utilization  re- 
view procedures  which  are  superior  in  their  effectiveness  to  the 
procedures  required  under  section  1861  (k). 
(j)(l)  Notwithstanding  the  preceding  provisions  of  this  section, 
no  payment  shall  be  made  to  a  State  (except  as  provided  under  this 
subsection)  with  respect  to  expenditures  incurred  by  it  for  services  pro- 
vided by  any  institution  during  any  period  that  an  order  for  suspen- 
sion of  payment  (as  authorized  by  this  subsection)  is  effective  with 
respect  to  such  institution. 

(2)  The  Secretary  may  issue  a  suspension  of  payment  order  with 
respect  to  any  institution  if — 

(A)  such  institution  (i)  does  not  (at  the  time  such  order  is 
issued)  have  in  effect  an  agreement  with  the  Secretary  which  is 
entered  into  pursuant  to  section  1866;  and  (ii)  did  (prior  to  the 
time  such  order  is  issued)  have  in  effect  such  an  agreement;  and 

(B)  (i)  The  Secretary  has  been  unable  to  collect  (or  make 
satisfactory  arrangement  for  the  collection  of)  amounts  due  on 
account  of  overpayments  made  to  such  institution  under  title 
XVIII;  or 

(ii)  the  Secretary  has  been  unable  to  obtain  from  such  insti- 
tution the  data  and  information  necessary  to  enable  him  to  deter- 
mine the  amount  (if  any)  of  the  overpayments  made  to  such  in- 
stitution under  title  XVIII. 

(3)  Whenever  the  Secretary  issues  any  order  for  suspension  of 
payment  under  this  subsection  with  respect  to  any  institution,  he  shall 
submit  a  notice  of  such  order  to  the  single  State  agency  (referred 
to  in  section  1902(a)  (5) )  of  each  State  which  he  has  reason  to  believe 
does  or  may  utilize  the  services  of  such  institution  in  providing  medi- 
cal assistance  under  a  plan  approved  under  this  title. 
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(4)  Any  order  for  suspension  of  payment  issued  with  respect  to  any 
institution  under  this  subsection  shall  become  effective,  in  the  case  of 
any  State  plan  approved  under  this  title,  on  the  60th  day  after  the  date 
the  State  agency  (referred  to  in  section  1902(a)  (5) )  administering  or 
supervising  the  administration  of  such  plan  receives  notice  of  such 
order  submitted  pursuant  to  paragraph  (3) .  Any  such  order  shall  cease 
to  be  effective  at  such  time  as  the  Secretary  is  satisfied  that  the  insti- 
tution is  participating  in  substantial  negotiations  which  seek  to  remedy 
the  conditions  which  gave  rise  to  his  order  of  suspension  of  payments, 
or  that  the  amounts  (referred  to  in  paragraph  (2) )  are  no  longer  due 
from  such  institution  or  that  a  satisfactory  arrangement  has  been 
made  for  the  payment  by  such  institution  of  any  such  amounts.  Upon 
the  determination  of  the  Secretary  that  any  such  order  with  respect 
to  any  such  institution  shall  cease  to  be  effective,  he  shall  forthwith 
notify  each  State  agency  to  which  he  has  theretofore  submitted  notice 
under  paragraph  (3)  with  respect  to  such  institution. 

(5)  Whenever  any  order  which  has  been  issued  by  the  Secretary 
under  the  preceding  provisions  of  this  subsection  with  respect  to  an 
institution  ceases  to  be  effective,  any  payment  to  which  any  State  would 
(except  for  the  preceding  provisions  of  this  subsection)  have  been 
entitled  under  this  section  on  account  of  services  provided  by  such 
institution  shall  be  made  to  such  State  for  the  month  in  which  such 
order  ceases  to  be  effective. 

(k)  The  Secretary  is  authorized  to  provide  at  the  request  of  any 
State  (and  without  cost  to  such  State)  such  technical  and  actuarial 
assistance  as  may  be  necessary  to  assist  such  State  to  contract  with  any 
health  maintenance  organization  which  meets  the  requirements  of  sec- 
tion 1876  for  the  purpose  of  providing  medical  care  and  services  to 
individuals  who  are  entitled  to  medical  assistance  under  this  title. 

(1)  [Repealed]  1 

(m)  (1)  (A)  The  term  "health  maintenance  organization"  means  a 
legal  entity  which  provides  health  services  to  individuals  enrolled  in 
such  organization  and  which — 

(i)  provides  to  its  enrollees  who  are  eligible  for  benefits  under 
this  title  the  services  and  benefits  described  in  paragraphs  (1), 
(2),  (3),  (4)(C),  and  (5)  of  section  1905,  and,  to  the  extent 
required  by  section  1902(a)  (13)  (A)  (ii)  to  be  provided  under  a 
State  plan  for  medical  assistance,  the  services  and  benefits  de- 
scribed in  paragraph  (7)  of  section  1905(a)  ; 

(ii)  provides  such  services  and  benefits  in  the  manner  pre- 
scribed in  section  1301(b)  of  the  Public  Health  Service  Act 
(except  that,  solely  for  purposes  of  this  paragraph,  the  term  "basic 
health  services"  and  references  thereto,  when  employed  in  such 
section,  shall  be  deemed  to  refer  to  the  services  and  benefits  de- 

1  Subsection  (1)  added  by  section  111  of  Public  Law  94-182  and  repealed  by  Public  Law 
94-552. 
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scribed  in  paragraphs  (1),  (2),  (3),  (4)  (C),  and  (5)  of  section 
1905(a),  and,  to  the  extent  required  by  section  1902(a)  (13)  (A) 
(ii)  to  be  provided  under  a  State  plan  for  medical  assistance,  the 
services  and  benefits  described  in  paragraph  (7)  of  section  1905 
(a) ) ; and 

(iii)  is  organized  and  operated  in  the  manner  prescribed  by 
section  1301(c)  of  the  Public  Health  Service  Act  (except  that 
solely  for  purposes  of  this  paragraph,  the  term  "basic  health  serv- 
ices" and  references  thereto,  when  employed  in  such  section  shall 
be  deemed  to  refer  to  the  services  and  benefits  described  in  section 
1905(a)  (1),  (2),  (3),  (4)(C),and  (5) ,  and  to  the  extent  required 
by  section  1902(a)  (13)  (A)  (ii)  to  be  provided  under  a  State  plan 
for  medical  assistance,  the  services  and  benefits  described  in  para- 
graph (7)  of  section  1905  (a) ) . 
(B)  The  duties  and  functions  of  the  Secretary,  insofar  as  they 
involve  making  determinations  as  to  whether  an  organization  is  a 
health  maintenance  organization  within  the  meaning  of  subparagraph 
( A) ,  shall  be  administered  through  the  Assistant  Secretary  for  Health 
and  in  the  Office  of  the  Assistant  Secretary  for  Health,  and  the  admin- 
istration of  such  duties  and  functions  shall  be  integrated  with  the 
administration  of  section  1312  (a)  and  (b)  of  the  Public  Health  Serv- 
ice Act. 

(2)  (A)  Except  as  provided  in  subparagraphs  (B)  and  (C),  no 
payment  shall  be  made  under  this  title  to  a  State  with  respect  to 
expenditures  incurred  by  it  for  payment  (determined  under  a  prepaid 
capitation  basis  or  under  any  other  risk  basis)  for  services  provided 
by  any  entity  which  is  responsible  for  the  provision  of  inpatient  hos- 
pital services  and  any  other  service  described  in  paragraph  (2),  (3), 
(4) ,  (5) ,  or  (7)  of  section  1905  (a)  or  for  the  provision  of  any  three  or 
more  of  the  services  described  in  such  paragraphs  unless — 

(i)  the  Secretary  (or  the  State  as  authorized  by  paragraph 
(3) )  has  determined  that  the  entity  is  a  health  maintenance  orga- 
nization as  defined  in  paragraph  (1) ;  and 

(ii)  less  than  one-half  of  the  membership  of  the  entity  consists 
of  individuals  who  (I)  are  insured  for  benefits  under  part  B  of 
title  XVIII  or  for  benefits  under  both  parts  A  and  B  of  such  title, 
or  (II)  are  eligible  to  receive  benefits  under  this  title.1 

(B)  Subparagraph  (A)  does  not  apply  with  respect  to  payments 
under  this  title  to  a  State  with  respect  to  expenditures  incurred  by  it 
for  payment  for  services  provided  by  an  entity  which — 

(i)  (I)  received  a  grant  of  at  least  $100,000  in  the  fiscal  year 
ending  June  30,  1976,  under  section  319(d)  (1)  (A)  or  330(d)  (1) 


1  Subparagraph  (A)  was  amended  by  sec.  105(a)  (1)  of  P.L.  95-83. 
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of  the  Public  Health  Service  Act,  and  (II)  for  the  period  begin- 
ning July  1,  1976,  and  ending  on  the  expiration  of  the  period 
for  which  payments  are  to  be  made  under  this  title  has  been  the 
recipient  of  a  grant  under  either  such  section ;  and 

(II)  provides  to  its  enrollees,  on  a  prepaid  capitation  risk 
basis  or  on  any  other  risk  basis,  all  of  the  services  and  benefits 
described  in  paragraphs  (1),  (2),  (3),  (4)(C),and  (5)  of  section 
1905(a)  and,  to  the  extent  required  by  section  1902(a)  (13)  (A) 
(ii)  to  be  provided  under  a  State  plan  for  medical  assistance,  the 
services  and  benefits  described  in  paragraph  (7)  of  such  section; 
or 

(ii)  is  a  nonprofit  primary  health  care  entity  located  in  a  rural 
area  (as  defined  by  the  Appalachian  Kegional  Commission)  — 

(I)  which  received  in  the  fiscal  year  ending  June  30,  1976, 
at  least  $100,000  (by  grant,  subgrant,  or  subcontract)  under 
the  Appalachian  Regional  Development  Act  of  1965,  and 

(II)  for  the  period  beginning  July  1,  1976,  and  ending  on 
the  expiration  of  the  period  for  which  payments  are  to  be 
made  under  this  title  either  has  been  the  recipient  of  a  grant, 
subgrant,  or  subcontract  under  such  Act  or  has  provided  serv- 
ices under  a  contract  (initially  entered  into  during  a  year  in 
which  the  entity  was  the  recipient  of  such  a  grant,  subgrant, 
or  subcontract)  with  a  State  agency  under  this  title  on  a  pre- 
paid capitation  risk  basis  or  on  any  other  risk  basis ;  or 

(iii)  which  has  contracted  with  the  single  State  agency  for  the 
provision  of  services  (but  not  including  inpatient  hospital  serv- 
ices) to  persons  eligible  under  this  title  on  a  prepaid  risk  basis 
prior  to  1970. 

(C)  Subparagraph  (A)  (ii)  shall  not  apply  with  respect  to 
payments  under  this  title  to  a  State  with  respect  to  expenditures 
incurred  by  it  for  payment  for  services  by  an  entity  during  the 
three-year  period  beginning  on  the  date  of  enactment  of  this 
subsection  or  beginning  on  the  date  the  entity  enters  into  a  con- 
tract with  the  State  under  this  title  for  the  provision  of  health 
services  on  a  prepaid  risk  basis,  whichever  occurs  later,  but  only 
if  the  entity  demonstrates  to  the  satisfaction  of  the  Secretary  by 
the  submission  of  plans  for  each  year  of  such  three-year  period 
that  it  is  making  continuous  efforts  and  progress  toward  achiev- 
ing compliance  with  subparagraph  (A)  (ii).1 
(3)  A  State  may,  in  the  case  of  an  entity  which  has  submitted  an 
application  to  the  Secretary  for  determination  that  it  is  a  health  main- 
tenance organization  within  the  meaning  of  paragraph  (1)  and  for 


1  Subparagraph  (C)  was  amended  by  sec.  105(a)  (2)  of  P.L.  95-83. 
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which  no  such  determination  has  been  made  within  90  days  of  the 
submission  of  the  application,  make  a  provisional  determination  for 
the  purposes  of  this  title  that  such  entity  is  such  a  health  maintenance 
organization.  Such  provisional  determination  shall  remain  in  force 
until  such  time  as  the  Secretary  makes  a  determination  regarding  the 
entity's  qualification  under  paragraph  (1) 

(n)  The  State  agency  may  refuse  to  enter  into  any  contract  or 
agreement  with  a  hospital,  nursing  home,  or  other  institution,  organi- 
zation, or  agency  for  purposes  of  participation  under  the  State  plan, 
or  otherwise  to  approve  an  institution,  organization,  or  agency  for 
such  purposes,  if  any  person,  who  has  a  direct  or  indirect  ownership 
or  control  interest  of  5  percent  or  more  in  such  institution,  organiza- 
tion, or  agency,  or  who  is  an  officer,  director,  agent,  or  managing 
employee  (as  defined  in  section  1126(b))  of  such  institution,  organi- 
zation, or  agency,  is  a  person  described  in  section  1126(a)  (whether 
or  not  such  institution,  organization,  or  agency  has  in  effect  an  agree- 
ment entered  into  with  the  Secretary  pursuant  to  section  1866  or  is 
subject  to  a  suspension  of  payment  order  issued  under  subsection  (j) 
of  this  section) ;  and,  notwithstanding  any  other  provision  of  this 
section,  the  State  agency  may  terminate  any  such  contract,  agree- 
ment, or  approval  if  it  determines  that  the  institution,  organization, 
or  agency  did  not  fully  and  accurately  make  any  disclosure  required 
of  it  by  section  1126(a)  at  the  time  such  contract  or  agreement  was 
entered  into  or  such  approval  was  given.2 

(o)  Notwithstanding  the  preceding  provisions  of  this  section,  no 
payment  shall  be  made  to  a  State  under  the  preceding  provisions  of 
this  section  for  expenditures  for  medical  assistance  provided  for  an 
individual  under  its  State  plan  approved  under  this  title  to  the  extent 
that  a  private  insurer  (as  defined  by  the  Secretary  by  regulation) 
would  have  been  obligated  to  provide  such  assistance  but  for  a  provi- 
sion of  its  insurance  contract  which  has  the  effect  of  limiting  or  exclud- 
ing such  obligation  because  the  individual  is  eligible  for  or  is  provided 
medical  assistance  under  the  plan.3 

(p)  (1)  When  a  political  subdivision  of  a  State  makes,  for  the 
State  of  which  it  is  a  political  subdivision,  or  one  State  makes,  for 
another  State,  the  enforcement  and  collection  of  rights  of  support  or 
payment  assigned  under  section  1912,  pursuant  to  a  cooperative 
arrangement  under  such  section  (either  within  or  outside  of  such 
State),  there  shall  be  paid  to  such  political  subdivision  or  such  other 
State  from  amounts  which  would  otherwise  represent  the  Federal 
share  of  payments  for  medical  assistance  provided  to  the  eligible 
individuals  on  whose  behalf  such  enforcement  and  collection  was  made, 
an  amount  equal  to  15  percent  of  any  amount  collected  which  is  attrib- 
utable to  such  rights  of  support  or  payment. 

1  Subsection  (m)  was  added  by  section  202  of  P.L.  94-460. 
a  Subsection  (n)  was  added  by  sec.  8(c)  of  P.L.  95-142. 
8  Subsection  (o)  was  added  by  sec.  11(a)  of  P.L.  96-142. 
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(2)  Where  more  than  one  jurisdiction  is  involved  in  such  enforce- 
ment or  collection,  the  amount  of  the  incentive  payment  determined 
under  paragraph  (1)  shall  be  allocated  among  the  jurisdictions  in  a 
manner  to  be  prescribed  by  the  Secretary.1 

(q)  For  the  purposes  of  this  section,  the  term  "State  medicaid 
fraud  control  unit"  means  a  single  identifiable  entity  of  the  State  gov- 
ernment which  the  Secretary  certifies  (and  annually  recertifies)  as 
meeting  the  following  requirements : 

(1)  The  entity  (A)  is  a  unit  of  the  office  of  the  State  Attorney 
General  or  of  another  department  of  State  government  which  pos- 
sesses statewide  authority  to  prosecute  individuals  for  criminal 
violations,  (B)  is  in  a  State  the  constitution  of  which  does  not 
provide  for  the  criminal  prosecution  of  individuals  by  a  statewide 
authority  and  has  formal  procedures,  approved  by  the  Secretary, 
that  (i)  assure  its  referral  of  suspected  criminal  violations  relat- 
ing to  the  program  under  this  title  to  the  appropriate  authority 
or  authorities  in  the  State  for  prosecution  and  (ii)  assure  its 
assistance  of,  and  coordination  with,  such  authority  or  authorities 
in  such  prosecutions,  or  (C)  has  a  formal  working  relationship 
with  the  office  of  the  State  Attorney  General  and  has  formal  pro- 
cedures (including  procedures  for  its  referral  of  suspected  crim- 
inal violations  to  such  office)  which  are  approved  by  the  Secretary 
and  which  provide  effective  coordination  of  activities  between  the 
entity  and  such  office  with  respect  to  the  detection,  investigation, 
and  prosecution  of  suspected  criminal  violations  relating  to  the 
program  under  this  title. 

(2)  The  entity  is  separate  and  distinct  from  the  single  State 
agency  that  administers  or  supervises  the  administration  of  the 
State  plan  under  this  title. 

(3)  The  entity's  function  is  conducting  a  statewide  program  for 
the  investigation  and  prosecution  of  violations  of  all  applicable 
State  laws  regarding  any  and  all  aspects  of  fraud  in  connection 
with  any  aspect  of  the  provision  of  medical  assistance  and  the 
activities  of  providers  of  such  assistance  under  the  State  plan 
under  this  title. 

(4)  The  entity  has  procedures  for  reviewing  complaints  of  the 
abuse  and  neglect  of  patients  of  health  care  facilities  which  receive 
payments  under  the  State  plan  under  this  title,  and,  where  appro- 
priate, for  acting  upon  such  complaints  under  the  criminal  laws 
of  the  State  or  for  referring  them  to  other  State  agencies  for 
action. 

(5)  The  entity  provides  for  the  collection,  or  referral  for  collec- 
tion to  a  single  State  agency,  of  overpayments  that  are  made  under 


1  Subsection  (p)  was  added  by  sec.  11(a)  of  P.L.  95-142. 
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the  State  plan  to  health  care  facilities  and  that  are  discovered  by 
the  entity  in  carying  out  its  activities. 

(6)  The  entity  employs  such  auditors,  attorneys,  investigators, 
and  other  necessary  personnel  and  is  organized  in  such  a  manner 
as  is  necessary  to  promote  the  effective  and  efficient  conduct  of  the 
entity's  activities. 

(7)  The  entity  submits  to  the  Secretary  an  application  and 
annual  reports  containing  such  information  as  the  Secretary 
determines,  by  regulation,  to  be  necessary  to  determine  whether 
the  entity  meets  the  other  requirements  of  this  subsection.1 


1  Subsection  (q)  was  added  by  sec.  17  (c)  of  P.L.  95-142  effective  as  specified  in  sec. 
17(e)  which  is  printed  in  this  document  on  p.  799. 
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Operation  of  State  Plans 

Sec.  1904.  If  the  Secretary,  afte^  reasonable  notice  and  opportunity 
for  hearing  to  the  State  agency  administering  or  supervising  the  ad- 
ministration of  the  State  plan  approved  under  this  title,  finds — 

( 1 )  that  the  plan  has  been  so  changed  that  it  no  longer  complies 
with  the  provisions  of  section  1902 ;  or 

(2)  that  in  the  administration  of  the  plan  there  is  a  failure  to 
comply  substantially  with  any  such  provision; 

the  Secretary  shall  notify  such  State  agency  that  further  payments 
will  not  be  made  to  the  State  (or,  in  his  discretion,  that  payments  will 
be  limited  to  categories  under  or  parts  of  the  State  plan  not  affected 
by  such  failure),  until  the  Secretary  is  satisfied  that  there  will  no 
longer  be  any  such  failure  to  comply.  Until  he  is  so  satisfied  he  shall 
make  no  further  payments  to  such  State  (or  shall  limit  payments  to 
categories  under  or  parts  of  the  State  plan  not  affected  by  such 
failure). 

Definitions 

Sec.  1905.  For  purposes  of  this  title — 

(a)  The  term  "medical  assistance"  means  payment  of  part  or  all 
of  the  cost  of  the  following  care  and  services  (if  provided  in  or  after 
the  third  month  before  the  month  in  which  the  recipient  makes  appli- 
cation for  assistance)  for  individuals,  and,  with  respect  to  physicians' 
or  dentists'  services,  at  the  option  of  the  State,  to  individuals  (other 
than  individuals  with  respect  to  whom  there  is  being  paid,  or  who  are 
eligible,  or  would  be  eligible  if  they  were  not  in  a  medical  institution, 
to  have  paid  with  respect  to  them  a  State  supplementary  payment  and 
are  eligible  for  medical  assistance  equal  in  amount,  duration,  and 
scope  to  the  medical  assistance  made  available  to  individuals  described 
in  section  1902(a)  (10)  (A) )  not  receiving  aid  or  assistance  under  any 
plan  of  the  State  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A 
of  title  IV,  and  with  respect  to  whom  supplemental  security  income 
benefits  are  not  being  paid  under  title  XVI,  who  are 

(i)  under  the  age  of  21, 

(ii)  relatives  specified  in  section  406(b)  (1)  with  whom  a  child 
is  living  if  such  child,  except  for  section  406(a)  (2),  is  (or  would, 
if  needy,  be)  a  dependent  child  under  part  A  of  title  IV, 

(iii)  65  years  of  age  or  older, 

(iv)  blind,  with  respect  to  States  eligible  to  participate  in  the 
State  plan  program  established  under  title  XVI, 

(v)  18  years  of  age  or  older  and  permanently  and  totally 
disabled,  with  respect  to  States  eligible  to  participate  in  the  State 
plan  program  established  under  title  XVI, 
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(vi)  persons  essential  (as  described  in  the  second  sentence  of 
this  subsection)  to  individuals  receiving  aid  or  assistance  under 
State  plans  approved  under  title  I,  X,  XIV,  or  XVI,  or 

(vii)  blind  or  disabled  as  defined  in  section  1614,  with  respect 
.    to  States  not  eligible  to  participate  in  the  State  plan  program 

established  under  title  XVI, 
but  whose  income  and  resources  are  insufficient  to  meet  all  of  such 
cost — 

(1)  inpatient  hospital  services  (other  than  services  in  an  institu- 
tion for  tuberculosis  or  mental  diseases)  ; 

(2)  (A)  outpatient  hospital  services,  and  (B)  consistent  with 
State  law  permitting  such  services,  rural  health  clinic  services  (as 
defined  in  subsection  (1))  and  any  other  ambulatory  services 
which  are  offered  by  a  rural  health  clinic  (as  defined  in  subsection 
(1))  and  which  are  otherwise  included  in  the  plan; 1 

(3)  other  laboratory  and  X-ray  services; 

(4)  (A)  skilled  nursing  facility  services  (other  than  services 
in  an  institution  for  tuberculosis  or  mental  diseases)  for  individ- 
uals 21  years  of  age  or  older  (B)  effective  July  1,  1969,  such 
early  and  periodic  screening  and  diagnosis  of  individuals  who 
are  eligible  under  the  plan  and  are  under  the  age  of  21  to  ascertain 
their  physical  or  mental  defects,  and  such  health  care,  treatment, 
and  other  measures  to  correct  or  ameliorate  defects  and  chronic 


1  Paragraph  (2)  was  amended  by  sec.  2(a)  of  P.L.  95-210  effective  as  specified  in  sec. 
2(f)  which  is  printed  in  this  document  on  p.  803. 
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conditions  discovered  thereby,  as  may  be  provided  in  regulations 
of  the  Secretary;  and  (C)  family  planning  services  and  supplies 
furnished  (directly  or  under  arrangements  with  others)  to  in- 
dividuals of  child-bearing  age  (including  minors  who  can  be 
considered  to  be  sexually  active)  who  are  eligible  under  the  State 
plan  and  who  desire  such  services  and  supplies ; 

(5)  physicians'  services  furnished  by  a  physician  (as  defined  in 
section  1861  (r)  (1) ),  whether  furnished  in  the  office,  the  patient's 
home,  a  hospital,  or  a  skilled  nursing  facility,  or  elsewhere; 

(6)  medical  care,  or  any  other  type  of  remedial  care  recognized 
under  State  law,  furnished  by  licensed  practitioners  within  the 
scope  of  their  practice  as  defined  by  State  law ; 

(7)  home  health  care  services; 

(8)  private  duty  nursing  services; 

(9)  clinic  services; 

(10)  dental  services ; 

(11)  physical  therapy  and  related  services; 

(12)  prescribed  drugs,  dentures,  and  prosthetic  devices;  and 
eyeglasses  prescribed  by  a  physician  skilled  in  diseases  of  the 
eye  or  by  an  optometrist,  whichever  the  individual  may  select ; 

(13)  other  diagnostic,  screening,  preventive,  and  rehabilitative 
services ; 

(14)  inpatient  hospital  services,  skilled  nursing  facility  serv- 
ices, and  intermediate  care  facility  services  for  individuals  65 
years  of  age  or  over  in  an  institution  for  tuberculosis  or  mental 
diseases ; 

(15)  intermediate  care  facility  services  (other  than  such  serv- 
ices in  an  institution  for  tuberculosis  or  mental  diseases)  for 
individuals  who  are  determined,  in  accordance  with  section  1902 
(a)  (31)  (A),  to  be  in  need  of  such  care; 

(16)  effective  January  1,  1973,  inpatient  psychiatric  hospital 
services  for  individuals  under  age  21,  as  defined  in  subsection 
(h) ;  and 

(17)  any  other  medical  care,  and  any  other  type  of  remedial 
care  recognized  under  State  law,  specified  by  the  Secretary ; 

except  as  otherwise  provided  in  paragraph  (16),  such  term  does  not 
include — 

(A)  any  such  payments  with  respect  to  care  or  services  for 
any  individual  who  is  an  inmate  of  a  public  institution  (except 
as  a  patient  in  a  medical  institution) ;  or 

(B)  any  such  payments  with  respect  to  care  or  services  for 
any  individual  who  has  not  attained  65  years  of  age  and  who 
is  a  patient  in  an  institution  for  tuberculosis  or  mental  diseases. 

For  purposes  of  clause  (vi)  of  the  preceding  sentence,  a  person  shall 
be  considered  essential  to  another  individual  if  such  person  is  the 
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spouse  of  and  is  living  with  such  individual,  the  needs  of  such  person 
are  taken  into  account  in  determining  the  amount  of  aid  or  assistance 
furnished  to  such  individual  (under  a  State  plan  approved  under 
title  I,  X,  XIV,  or  XVI),  and  such  person  is  determined,  under  such 
a  State  plan,  to  be  essential  to  the  well  being  of  such  individual. 

(b)  The  term  "Federal  medical  assistance  percentage"  for  any 
State  shall  be  100  per  centum  less  the  State  percentage;  and  the 
State  percentage  shall  be  that  percentage  which  bears  the  same  ratio 
to  45  per  centum  as  the  square  of  the  per  capita  income  of  such  State 
bears  to  the  square  of  the  per  capita  income  of  the  continental  United 
States  (including  Alaska)  and  Hawaii;  except  that  (1)  the  Federal 
medical  assistance  percentage  shall  in  no  case  be  less  than  50  per  cen- 
tum or  more  than  83  per  centum,  and  (2)  the  Federal  medical  assist- 
ance percentage  for  Puerto  Kico,  the  Virgin  Islands,  and  Guam  shall 
be  50  per  centum.  The  Federal  medical  assistance  percentage  for  any 
State  shall  be  determined  and  promulgated  in  accordance  with  the 
provisions  of  subparagraph  (B)  of  section  1101(a)  (8).  Notwithstand- 
ing the  first  sentence  of  this  section,  the  Federal  medical  assistance 
percentage  shall  be  100  per  centum  with  respect  to  amounts  expended 
as  medical  assistance  for  services  which  are  received  through  an  Indian 
Health  Service  facility  whether  operated  by  the  Indian  Health  Serv- 
ice or  by  an  Indian  tribe  or  tribal  organization  (as  defined  in  section  4 
of  the  Indian  Health  Care  Improvement  Act)  -1 

(c)  For  purposes  of  this  title  the  term  "intermediate  care  facility" 
means  an  institution  which  (1)  is  licensed  under  State  law  to  pro- 
vide, on  a  regular  basis,  health-related  care  and  services  to  individuals 
who  do  not  require  the  degree  of  care  and  treatment  which  a  hospital 
or  skilled  nursing  facility  is  designed  to  provide,  but  who  because  of 
their  mental  or  physical  condition  require  care  and  services  (above  the 
level  of  room  and  board)  which  can  be  made  available  to  them  only 
through  institutional  facilities,  (2)  meets  such  standards  prescribed 
by  the  Secretary  as  he  finds  appropriate  for  the  proper  provision  of 
such  care,  (3)  meets  such  standards  of  safety  and  sanitation  as  are 
established  under  regulation  of  the  Secretary  in  addition  to  those 
applicable  to  nursing  homes  under  State  law,  and  (4)  meets  the  re- 
quirements of.  section  1861  (j)  (14)  with  respect  to  protection  of 
patients'  personal  funds.  The  term  "intermediate  care  facility"  also 
includes  any  skilled  nursing  facility  or  hospital  which  meets  the  re- 
quirements of  the  preceding  sentence.  The  term  "intermediate  care 
facility"  also  includes  a  Christian  Science  sanatorium  operated,  or 
listed  and  certified,  by  the  First  Church  of  Christ,  Scientist, 


1  The  last  sentence  of  subsection  (b)  was  added  by  section  402(e)  of  P.L.  94-437. 
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Boston,  Massachusetts,  but  only  with  respect  to  institutional  serv- 
ices deemed  appropriate  by  the  State.  The  term  "intermediate  care  fa- 
cility" also  includes  any  institution  which  is  located  in  a  State  on  an 
Indian  reservation  and  is  certified  by  the  Secretary  as  meeting  the  re- 
quirements of  clauses  (2),  (3),  and  (4)  of  this  subsection  and  providing 
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the  care  and  services  required  under  clauses  ( 1 ) .  With  respect  to  serv- 
ices furnished  to  individuals  under  age  65,  the  term  "intermediate  care 
facility"  shall  not  include,  except  as  provided  in  subsection  (d),  any 
public  institution  or  distinct  part  thereof  for  mental  diseases  or  mental 
defects.1 

(d)  The  term  "intermediate  care  facility  services"  may  include 
services  in  a  public  institution  (or  distinct  part  thereof)  for  the  men- 
tally retarded  or  persons  with  related  conditions  if — 

(1)  The  primary  purpose  of  such  institution  (or  distinct  part 
thereof)  is  to  provide  health  or  rehabilitative  services  for  men- 
tally retarded  individuals  and  which  meet  such  standards  as  may 
be  prescribed  by  the  Secretary; 

(2)  the  mentally  retarded  individual  with  respect  to  whom  a 
request  for  payment  is  made  under  a  plan  approved  under  this 
title  is  receiving  active  treatment  under  such  a  program ;  and 

(3)  the  State  or  political  subdivision  responsible  for  the  opera- 
tion of  such  institution  has  agreed  that  the  non-Federal  expendi- 
tures in  any  calendar  quarter  prior  to  January  1,  1975,  with 
respect  to  services  furnished  to  patients  in  such  institution  (or  dis- 
tinct part  thereof)  in  the  State  will  not,  because  of  payments  made 
under  this  title,  be  reduced  below  the  average  amount  expended 
for  such  services  in  such  institution  in  the  four  quarters  immedi- 
ately preceding  the  quarter  in  which  the  State  in  which  such  in- 
stitution is  located  elected  to  make  such  services  available  under 
its  plan  approved  under  this  title. 

(e)  In  the  case  of  any  State  the  State  plan  of  which  (as  approved 
under  this  title)  — 

(1)  does  not  provide  for  the  payment  of  services  (other  than 
services  covered  under  section  1902(a)  (12))  provided  by  an  op- 
tometrist; but 

(2)  at  a  prior  period  did  provide  for  the  payment  of  services 
referred  to  in  paragraph  (1)  ; 

the  term  "physicians'  services"  (as  used  in  subsection  (a)(5))  shall 
include  services  of  the  type  which  an  optometrist  is  legally  authorized 
to  perform  where  the  State  plan  specifically  provides  that  the  term 
"physicians'  services",  as  employed  in  such  plan,  includes  services  of 
the  type  which  an  optometrist  is  legally  authorized  to  perform, 
and  shall  be  reimbursed  whether  furnished  by  a  physician  or  an 
optometrist. 

(f)  For  purposes  of  this  title,  the  term  "skilled  nursing  facility 
services"  means  services  which  are  or  were  required  to  be  given  an 
individual  who  needs  or  needed  on  a  daily  basis  skilled  nursing  care 
(provided  directly  by  or  requiring  the  supervision  of  skilled  nursing 
personnel)  or  other  skilled  rehabilitation  services  which  as  a  practical 


1  Subsection  (c)  was  amended  by  sections  8(a)  and  8(b)  of  Public  Law  95-292.  The 
word  "clauses"  in  the  next  to  last  sentence  is  a  technical  error  ;  it  apparently  should  be 
"clause". 
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matter  can  only  be  provided  in  a  skilled  nursing  facility  on  an 
inpatient  basis. 

(g)  If  the  State  plan  includes  provision  of  chiropractors'  services, 
such  services  include  only — 

(1)  services  provided  by  a  chiropractor  (A)  who  is  licensed 
as  such  by  the  State  and  (B)  who  meets  uniform  minimum  stand- 
ards promulgated  by  the  Secretary  under  section  1861  (r)  (5); 
and 

(2)  services  which  consist  of  treatment  by  means  of  manual 
manipulation  of  the  spine  which  the  chiropractor  is  legally 
authorized  to  perform  by  the  State. 

(h)  (1)  For  purposes  of  paragraph  (16)  of  subsection  (a),  the  term 
"inpatient  psychiatric  hospital  services  for  individuals  under  age  21" 
includes  only — 

(A)  inpatient  services  which  are  provided  in  an  institution 
which  is  accredited  as  a  psychiatric  hospital  by  the  Joint  Commis- 
sion on  Accreditation  of  Hospitals ; 

(B)  inpatient  services  which,  in  the  case  of  any  individual, 
(i)  involve  active  treatment  which  meets  such  standards  as  may 
be  prescribed  in  regulations  by  the  Secretary,  and  (ii)  a  team, 
consisting  of  physicians  and  other  personnel  qualified  to  make 
determinations  with  respect  to  mental  health  conditions  and  the 
treatment  thereof,  has  determined  are  necessary  on  an  inpatient 
basis  and  can  reasonably  be  expected  to  improve  the  condition,  by 
reason  of  which  such  services  are  necessary,  to  the  extent  that 
eventually  such  services  will  no  longer  be  necessary ;  and 

(C)  inpatient  services  which,  in  the  case  of  any  individual,  are 
provided  prior  to  (A)  the  date  such  individual  attains  age  21,  or 
(B)  in  the  case  of  an  individual  who  was  receiving  such  services  in 
the  period  immediately  preceding  the  date  on  which  he  attained 
age  21,  (i)  the  date  such  individual  no  longer  requires  such  serv- 
ices, or  (ii)  if  earlier,  the  date  such  individual  attains  age  22 ; 

(2)  Such  term  does  not  include  services  provided  during  any 
calendar  quarter  under  the  State  plan  of  any  State  if  the  total  amount 
of  the  funds  expended,  during  such  quarter,  by  the  State  (and  the 
political  subdivisions  thereof)  from  non-Federal  funds  for  inpatient 
services  included  under  paragraph  (1),  and  for  active  psychiatric 
care  and  treatment  provided  on  an  outpatient  basis  for  eligible  men- 
tally ill  children,  is  less  than  the  average  quarterly  amount  of  the  funds 
expended,  during  the  4-quarter  period  ending  December  31,  1971,  by 
the  State  (and  the  political  subdivisions  thereof)  from  non-Federal 
funds  for  such  services. 

(i)  For  purposes  of  this  title,  the  term  "skilled  nursing  facility" 
also  includes  any  institution  which  is  located  in  a  State  on  an  Indian 
reservation  and  is  certified  by  the  Secretary  as  being  a  qualified  skilled 
nursing  facility  by  meeting  the  requirements  of  section  1861  (j). 
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(j)  The  term  "State  supplementary  payment"  means  any  cash  pay- 
ment made  by  a  State  on  a  regular  basis  to  an  individual  who  is 
receiving  supplemental  security  income  benefits  under  title  XVI  or 
who  would  but  for  his  income  be  eligible  to  receive  such  benefits,  as 
assistance  based  on  need  in  supplementation  of  such  benefits  ( as  deter- 
mined by  the  Secretary),  but  only  to  the  extent  that  such  payments 
are  made  with  respect  to  an  individual  with  respect  to  whom  supple- 
mental security  income  benefits  are  payable  under  title  XVI,  or  would 
but  for  his  income  be  payable  under  that  title. 

(k)  Increased  supplemental  security  income  benefits  payable  pur- 
suant to  section  211  of  Public  Law  93-66  shall  not  be  considered 
supplemental  security  income  benefits  payable  under  title  XVI. 

(1)  The  terms  "rural  health  clinic  services"  and  "rural  health  clinic" 
have  the  meanings  given  such  terms  in  section  1861  (aa),  except  that 

(1)  clause  (ii)  of  section  1861  (aa)  (2)  shall  not  apply  to  such  terms, 
and  (2)  the  physician  arrangement  required  under  section  1861  (aa) 

(2)  (B)  shall  only  apply  with  respect  to  rural  health  clinic  services 
and,  with  respect  to  other  ambulatory  care  services,  the  physician 
arrangement  required  shall  be  only  such  as  may  be  required  under  the 
State  plan  for  those  services.1 

Sec.  1906.  [Repealed.] 

Observance  of  Religious  Beliefs 

Sec.  1907.  Nothing  in  this  title  shall  be  construed  to  require  any 
State  which  has  a  plan  approved  under  this  title  to  compel  any  per- 
son to  undergo  any  medical  screening,  examination,  diagnosis,  or  treat- 
ment or  to  accept  any  other  health  care  or  services  provided  under 
such  plan  for  any  purpose  (other  than  for  the  purpose  of  discovering 
and  preventing  the  spread  of  infection  or  contagious  disease  or  for 
the  purpose  of  protecting  environmental  health),  if  such  person 
objects  (or,  in  case  such  person  is  a  child,  his  parent  or  guardian 
objects)  thereto  on  religious  grounds. 

State  Programs  for  Licensing  of  Administrators  of  Nursing 

Homes 

Sec.  1908.  (a)  For  purposes  of  section  1902(a)  (29),  a  "State  pro- 
gram for  licensing  of  administrators  of  nursing  homes"  is  a  program 
which  provides  that  no  nursing  home  within  the  State  may  operate 
except  under  the  supervision  of  an  administrator  licensed  in  the  man- 
ner provided  in  this  section. 


1  Subsection  (1)  was  added  by  sec.  2(b)  of  P.L,  95-210  effective  as  specified  in  sec.  2(f) 
which  is  printed  in  this  document  on  p.  803. 
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(b)  Licensing  of  nursing  home  administrators  shall  be  carried  out 
by  the  agency  of  the  State  responsible  for  licensing  under  the  healing 
arts  licensing  act  of  the  State,  or,  in  the  absence  of  such  act  or  such 
an  agency,  a  board  representative  of  the  professions  and  institutions 
concerned  with  care  of  chronically  ill  and  infirm  aged  patients  and 
established  to  carry  out  the  purposes  of  this  section. 

(c)  It  shall  be  the  function  and  duty  of  such  agency  or  board  to — 

(1)  develop,  impose,  and  enforce  standards  which  must  be  met 
by  individuals  in  order  to  receive  a  license  as  a  nursing  home 
administrator,  which  standards  shall  be  designed  to  insure  that 
nursing  home  administrators  will  be  individuals  who  are  of  good 
character  and  are  otherwise  suitable,  and  who,  by  training  or 
experience  in  the  field  of  institutional  administration,  are  quali- 
fied to  serve  as  nursing  home  administrators ; 

(2)  develop  and  apply  appropriate  techniques,  including  ex- 
aminations and  investigations,  for  determining  whether  an  indi- 
vidual meets  such  standards ; 

(3)  issue  licenses  to  individuals  determined,  after  the  appli- 
cation of  such  techniques,  to  meet  such  standards,  and  revoke  or 
suspend  licenses  previously  issued  by  the  board  in  any  case  where 
the  individual  holding  any  such  license  is  determined  substan- 
tially to  have  failed  to  conform  to  the  requirements  of  such  stand- 
ards; 

(4)  establish  and  carry  out  procedures  designed  to  insure  that 
individuals  licensed  as  nursing  home  administrators  will,  during 
any  period  that  they  serve  as  such,  comply  with  the  requirements 
of  such  standards; 

(5)  receive,  investigate,  and  take  appropriate  action  with  re- 
spect to,  any  charge  or  complaint  filed  with  the  board  to  the  effect 
that  any  individual  licensed  as  a  nursing  home  administrator  has 
failed  to  comply  with  the  requirements  of  such  standards ;  and 

(6)  conduct  a  continuing  study  and  investigation  of  nursing 
homes  and  administrators  of  nursing  homes  within  the  State  with 
a  view  to  the  improvement  of  the  standards  imposed  for  the 
licensing  of  such  administrators  and  of  procedures  and  methods 
for  the  enforcement  of  such  standards  with  respect  to  administra- 
tors of  nursing  homes  who  have  been  licensed  as  such. 

(d)  No  State  shall  be  considered  to  have  failed  to  comply  with  the 
provisions  of  section  1902(a)  (29)  because  the  agency  or  board  of  such 
State  (established  pursuant  to  subsection  (b) )  shall  have  granted  any 
waiver,  with  respect  to  any  individual  who,  during  all  of  the  three 
calendar  years  immediately  preceding  the  calendar  year  in  which  the 
requirements  prescribed  in  section  1902(a)  (29)  are  first  met  by  the 
State,  has  served  as  a  nursing  home  administrator,  of  any  of  the  stand- 
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ards  developed,  imposed,  and  enforced  by  such  agency  or  board  pursu- 
ant to  subsection  (c). 

(e)  As  used  in  this  section,  the  term — 

(1)  "nursing  home"  means  any  institution  or  facility  defined  as 
such  for  licensing  purposes  under  State  law,  or,  if  State  law  does 
not  employ  the  term  nursing  home,  the  equivalent  term  or  terms 
as  determined  by  the  Secretary,  but  does  not  include  a  Christian 
Science  sanatorium  operated,  or  listed  and  certified,  by  the  First 
Church  of  Christ,  Scientist,  Boston,  Massachusetts ;  and 

(2)  "nursing  home  administrator"  means  any  individual  who 
is  charged  with  the  general  administration  of  a  nursing  home 
whether  or  not  such  individual  has  an  ownership  interest  in  such 
home  and  whether  or  not  his  functions  and  duties  are  shared  with 
one  or  more  other  individuals. 

Penalties 1 

Sec.  1909.  (a)  Whoever— 

(1)  knowingly  and  willfully  makes  or  causes  to  be  made  any 
false  statement  or  representation  of  a  material  fact  in  any  appli- 
cation for  any  benefit  or  payment  under  a  State  plan  approved 
under  this  title, 

(2)  at  any  time  knowingly  and  willfully  makes  or  causes  to 
be  made  any  false  statement  or  representation  of  a  material  fact 
for  use  in  determining  rights  to  such  benefit  or  payment, 

(3)  having  knowledge  of  the  occurrence  of  any  event  affecting 
(A)  his  initial  or  continued  right  to  any  such  benefit  or  payment, 
or  (B)  the  initial  or  continued  right  to  any  such  benefit  or  pay- 
ment of  any  other  individual  in  whose  behalf  he  has  applied  for  or 
is  receiving  such  benefit  or  payment,  conceals  or  fails  to  disclose 
such  event  with  an  intent  fraudulently  to  secure  such  benefit  or 
payment  either  in  a  greater  amount  or  quantity  than  is  due  or 
when  no  such  benefit  or  payment  is  authorized,  or 

(4)  having  made  application  to  receive  any  such  benefit  or 
payment  for  the  use  and  benefit  of  another  and  having  received  it, 
knowingly  and  willfully  converts  such  benefit  or  payment  or  any 
part  thereof  to  a  use  other  than  for  the  use  and  benefit  of  such 
other  person, 

shall  (i)  in  the  case  of  such  a  statement,  representation,  concealment, 
failure,  or  conversion  by  any  person  in  connection  with  the  furnishing 
(by  that  person)  of  items  or  services  for  which  payment  is  or  may  be 
made  under  this  title,  be  guilty  of  a  felony  and  upon  conviction  thereof 
fined  not  more  than  $25,000  or  imprisoned  for  not  more  than  five  years 


1  Section  1909  was  amended  in  its  entirety  by  sec.  4(b)  of  Public  Law  95-142. 
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or  both,  or  (ii)  in  the  case  of  such  a  statement,  representation,  conceal- 
ment, failure,  or  conversion  by  any  other  person,  be  guilty  of  a  mis- 
demeanor and  upon  conviction  thereof  fined  not  more  than  $10,000 
or  imprisoned  for  not  more  than  one  year,  or  both.  In  addition,  in  any 
case  where  an  individual  who  is  otherwise  eligible  for  assistance  under 
a  State  plan  approved  under  this  title  is  convicted  of  an  offense  under 
the  preceding  provisions  of  this  subsection,  the  State  may  at  its  option 
(notwithstanding  any  other  provision  of  this  title  or  of  such  plan) 
limit,  restrict,  or  suspend  the  eligibility  of  that  individual  for  such 
period  (not  exceeding  one  year)  as  it  deems  appropriate;  but  the 
imposition  of  a  limitation,  restriction,  or  suspension  with  respect  to 
the  eligibility  of  any  individual  under  this  sentence  shall  not  affect  the 
eligibility  of  any  other  person  for  assistance  under  the  plan,  regardless 
of  the  relationship  between  that  individual  and  such  other  person. 

(b)  (1)  Whoever  solicits  or  receives  any  remuneration  (including 
any  kickback,  bribe,  or  rebate)  directly  or  indirectly,  overtly  or 
covertly,  in  cash  or  in  kind — 

(A)  in  return  for  referring  an  individual  to  a  person  for  the 
furnishing  or  arranging  for  the  furnishing  of  any  item  or  service 
for  which  payment  may  be  made  in  whole  or  in  part  under  this 
title,  or 

(B)  in  return  for  purchasing,  leasing,  ordering,  or  arranging 
for  or  recommending  purchasing,  leasing,  or  ordering  any  good, 
facility,  service,  or  item  for  which  payment  may  be  made  in 
whole  or  in  part  under  this  title, 

shall  be  guilty  of  a  felony  and  upon  conviction  thereof,  shall  be  fined 
not  more  than  $25,000  or  imprisoned  for  not  more  than  five  years,  or 
both. 

(2)  Whoever  offers  or  pays  any  remuneration  (including  any  kick- 
back, bribe,  or  rebate)  directly  or  indirectly,  overtly  or  covertly,  in 
cash  or  in  kind  to  any  person  to  induce  such  person — 

(A)  to  refer  an  individual  to  a  person  for  the  furnishing  or 
arranging  for  the  furnishing  of  any  item  or  service  for  which 
payment  may  be  made  in  whole  or  in  part  under  this  title,  or 

(B)  to  purchase,  lease,  order,  or  arrange  for  or  recommend 
purchasing,  leasing,  or  ordering  any  good,  facility,  service,  or 
item  for  which  payment  may  be  made  in  whole  or  in  part  under 
this  title, 

shall  be  guilty  of  a  felony  and  upon  conviction  thereof,  shall  be  fined 
not  more  than  $25,000  or  imprisoned  for  not  more  than  five  years,  or 
both. 

(3)  Paragraphs  (1)  and  (2)  shall  not  apply  to — 
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(A)  a  discount  or  other  reduction  in  price  obtained  by  a  pro- 
vider of  services  or  other  entity  under  this  title  if  the  reduction 
in  price  is  properly  disclosed  and  appropriately  reflected  in  the 
costs  claimed  or  charges  made  by  the  provider  or  entity  under  this 
title;  and 

(B)  any  amount  paid  by  an  employer  to  an  employee  (who 
has  a  bona  fide  employment  relationship  with  such  employer)  for 
employment  in  the  provision  of  covered  items  or  services. 

(c)  Whoever  knowingly  and  willfully  makes  or  causes  to  be  made, 
or  induces  or  seeks  to  induce  the  making  of,  any  false  statement  or 
representation  of  a  material  fact  with  respect  to  the  conditions  or  oper- 
ation of  any  institution  or  facility  in  order  that  such  institution  or 
facility  may  qualify  (either  upon  initial  certification  or  upon  reeerti- 
fication)  as  a  hospital,  skilled  nursing  facility,  intermediate  care  facil- 
ity, or  home  health  agency  (as  those  terms  are  employed  in  this  title) 
shall  be  guilty  of  a  felony  and  upon  conviction  thereof  shall  be  fined 
not  more  than  $25,000  or  imprisoned  for  not  more  than  five  years,  or 
both. 

(d)  Whoever  knowingly  and  willfully — 

(1)  charges,  for  any  service  provided  to  a  patient  under  a 
State  plan  approved  under  this  title,  money  or  other  consideration 
at  a  rate  in  excess  of  the  rates  established  by  the  State,  or 

(2)  charges,  solicits,  accepts,  or  receives,  in  addition  to  any 
amount  otherwise  required  to  be  paid  under  a  Stats  plan  approved 
under  this  title,  any  gift,  money,  donation,  or  other  consideration 
(other  than  a  charitable,  religious,  or  philanthropic  contribution 
from  an  organization  or  from  a  person  unrelated  to  the  patient) — 

(A)  as  a  precondition  of  admitting  a  patient  to  a  hos- 
pital, skilled  nursing  facility,  or  intermediate  care  facility, 
or 

(B)  as  a  requirement  for  the  patient's  continued  stay  in 
such  a  facility, 

when  the  cost  of  the  services  provided  therein  to  the  patient  is 
paid  for  (in  whole  or  in  part)  under  the  State  plan, 
shall  be  guilty  of  a  felony  and  upon  conviction  thereof  shall  be  fined 
not  more  than  $25,000  or  imprisoned  for  not  more  than  five  years,  or 
both. 
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Certification  and  Approval  of  Skilled  Nursing  Facilities  and  of 
Rural  Health  Clinics1 

Sec.  1910.  (a)  (1)  Whenever  the  Secretary  certifies  an  institution  in 
a  State  to  be  qualified  as  a  skilled  nursing  facility  under  title  XVIII, 
such  institution  shall  be  deemed  to  meet  the  standards  for  certification 
as  a  skilled  nursing  facility  for  purposes  of  section  1902(a)  (28). 

(2)  The  Secretary  shall  notify  the  State  agency  administering  the 
medical  assistance  plan  of  his  approval  or  disapproval  of  any  institu- 
tion which  has  applied  for  certification  by  him  as  a  qualified  skilled 
nursing  facility. 

(b)  (1)  Whenever  the  Secretary  certifies  a  facility  in  a  State  to  be 
qualified  as  a  rural  health  clinic  under  title  XVIII,  such  facility  shall 
be  deemed  to  meet  the  standards  for  certification  as  a  rural  health 
clinic  for  purposes  of  providing  rural  health  clinic  services  under  this 
title. 

(2)  The  Secretary  shall  notify  the  State  agency  administering  the 
medical  assistance  plan  of  his  approval  or  disapproval  of  any  facility 
in  that  State  which  has  applied  for  certification  by  him  as  a  qualified 
rural  health  clinic. 

Indian  Health  Service  Facilities 2 

Sec.  1911.  (a)  A  facility  of  the  Indian  Health  Service  (including 
a  hospital,  intermediate  care  facility,  or  skilled  nursing  facility), 
whether  operated  by  such  Service  or  by  an  Indian  tribe  or  tribal  orga- 
nization (as  those  terms  are  defined  in  section  4  of  the  Indian  Health 
Care  Improvement  Act) ,  shall  be  eligible  for  reimbursement  for  med- 
ical assistance  provided  under  a  State  plan  if  and  for  so  long  as  it 
meets  all  of  the  conditions  and  requirements  which  are  applicable 
generally  to  such  facilities  under  this  title. 

(b)  Notwithstanding  subsection  (a) ,  a  facility  of  the  Indian  Health 
Service  (including  a  hospital,  intermediate  care  facility,  or  skilled 
nursing  facility)  which  does  not  meet  all  of  the  conditions  and  require- 
ments of  this  title  which  are  applicable  generally  to  such  facility,  but 
which  submits  to  the  Secretary  within  six  months  after  the  date  of  the 
enactment  of  this  section  an  acceptable  plan  for  achieving  compliance 
with  such  conditions  and  requirements,  shall  be  deemed  to  meet  such 
conditions  and  requirements  (and  to  be  eligible  for  reimbursement 
under  this  title) ,  without  regard  to  the  extent  of  its  actual  compliance 
with  such  conditions  and  requirements,  during  the  first  twelve  months 
after  the  month  in  which  such  plan  is  submitted. 

1  Section  1910  was  amended  by  sec.  2(d)  of  Public  Law  95-210  effective  as  specified  in 
sec.  2(f)  which  is  printed  in  this  document  on  p.  803. 

2  Section  1911  was  added  by  section  402(a)  of  Public  Law  94-437  subject  to  the  condi- 
tions specified  in  sections  402 (b)-402(d)  of  that  act  which  are  printed  in  this  document 
on  pagp  782. 
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Assignment  of  Rights  of  Payment 1 

Sec.  1912.  (a)  For  the  purpose  of  assisting  in  the  collection  of 
medical  support  payments  and  other  payments  for  medical  care  owed 
to  recipients  of  medical  assistance  under  the  State  plan  approved 
under  this  title,  a  State  plan  for  medical  assistance  may — 

(1)  provide  that,  as  a  condition  of  eligibility  for  medical 
assistance  under  the  State  plan  to  an  individual  who  has  the  legal 
capacity  to  execute  an  assignment  for  himself,  the  individual  is 
required — 

(A)  to  assign  the  State  any  rights,  of  the  individual  or 
of  any  other  person  who  is  eligible  for  medical  assistance 
under  this  title  and  on  whose  behalf  the  individual  has  the 
legal  authority  to  execute  an  assignment  of  such  rights,  to 
support  (specified  as  support  for  the  purpose  of  medical  care 
by  a  court  or  administrative  order)  and  to  payment  for  medi- 
cal care  from  any  third  party ;  and 

(B)  to  cooperate  with  the  State  (i)  in  establishing  the 
paternity  of  such  person  (referred  to  in  subparagraph  (A) ) 
if  the  person  is  a  child  born  out  of  wedlock,  and  (ii)  in  obtain- 
ing support  and  payments  (described  in  subparagraph  (A) ) 
for  himself  and  for  such  person,  unless  (in  either  case)  the 
individual  is  found  to  have  good  cause  for  refusing  to  coop- 
erate as  determined  by  the  State  agency  in  accordance  with 
standards  prescribed  by  the  Secretary,  which  standards  shall 
take  into  consideration  the  best  interests  of  the  individuals 
involved;  and 

(2)  provide  for  entering  into  cooperative  arrangements 
(including  financial  arrangements),  with  any  appropriate  agency 
of  any  State  (including,  with  respect  to  the  enforcement  and 
collection  of  rights  of  payment  for  medical  care  by  or  through  a 
parent,  with  a  State's  agency  established  or  designated  under  sec- 
tion 454(3))  and  with  appropriate  courts  and  law  enforcement 
officials,  to  assist  the  agency  or  agencies  administering  the  State 
plan  with  respect  to  (A)  the  enforcement  and  collection  of  rights 
to  support  or  payment  assigned  under  this  section  and  (B)  any 
other  matters  of  common  concern. 

(b)  Such  part  of  any  amount  collected  by  the  State  under  an  assign- 
ment made  under  the  provisions  of  this  section  shall  be  retained  by  the 
State  as  is  necessary  to  reimburse  it  for  medical  assistance  payments 
made  on  behalf  of  an  individual  with  respect  to  whom  such  assignment 
was  executed  (with  appropriate  reimbursement  of  the  Federal  Gov- 
ernment to  the  extent  of  its  participation  in  the  financing  of  such 
medical  assistance),  and  the  remainder  of  such  amount  collected  shall 
be  paid  to  such  individual. 

1  Section  1912  was  added  by  sec.  11(b)  of  P.L.  95-142. 
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